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DEADLINE
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FIRST 
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Nov. 5 Nov. 24 Dec. 14 Dec. 29 Dec. 31 Jan. 19 ’05 Feb. 23 ’05 May 23 ’05

***Nov. 17*** Dec. 8 Dec. 28 Jan. 12 ’05 Jan. 14 ’05 Feb. 2 ’05 Mar. 9 ’05 June 6 ’05

Dec. 3 Dec. 22 Jan. 11 ’05 Jan. 26 ’05 Jan. 28 ’05 Feb. 16 ’05 Mar. 23 ’05 June 20 ’05
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PRINTING SCHEDULE FOR IAB

ISSUE NUMBER SUBMISSION DEADLINE ISSUE DATE

15 Friday, January 2, 2004 January 21, 2004

16 Friday, January 16, 2004 February 4, 2004

17 Friday, January 30, 2004 February 18, 2004

PLEASE NOTE:

Rules will not be accepted after 12 o’clock noon on the Friday filing deadline days unless prior approval has been received
from the Administrative Rules Coordinator’s office.

If the filing deadline falls on a legal holiday, submissions made on the following Monday will be accepted.

***Note change of filing deadline***
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PUBLICATION PROCEDURES

TO: Administrative Rules Coordinators and Text Processors of State Agencies
FROM: Kathleen K. Bates, Iowa Administrative Code Editor
SUBJECT: Publication of Rules in Iowa Administrative Bulletin

The Administrative Code Division uses QuickSilver XML Publisher, version 1.5.3, to publish the
Iowa Administrative Bulletin and can import documents directly from most other word processing sys-
tems, including Microsoft Word, Word for Windows (Word 7 or earlier), and WordPerfect.

1. To facilitate the publication of rule-making documents, we request that you send your docu-
ment(s) as an attachment(s) to an E-mail message, addressed to both of the following:

bruce.carr@legis.state.ia.us and
kathleen.bates@legis.state.ia.us

2. Alternatively, you may send a PC-compatible diskette of the rule making.  Please indicate on
each diskette the following information:  agency name, file name, format used for exporting, and chapter(s)
amended.  Diskettes may be delivered to the Administrative Code Division, Third Floor West, Ola Babcock
Miller Building, or included with the documents submitted to the Governor’s Administrative Rules
Coordinator.

Please note that changes made prior to publication of the rule-making documents are reflected on the
hard copy returned to agencies, but not on the diskettes; diskettes are returned unchanged.

Your cooperation helps us print the Bulletin more quickly and cost-effectively than was previously
possible and is greatly appreciated.

______________________

IOWA ADMINISTRATIVE RULES and IOWA COURT RULES on CD-ROM

2003 SUMMER EDITION

Containing: Iowa Administrative Code (updated through June 2003)
Iowa Administrative Bulletins (January 2003 through June 2003)
Iowa Court Rules (updated through July 2003)

For free brochures and order forms contact:

Legislative Services Agency
Attn:  Ms. Stephanie Cox
State Capitol
Des Moines, Iowa 50319
Telephone:  (515)281-3566   Fax:  (515)281-8027
lsbinfo@staff.legis.state.ia.us
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The Administrative Rules Review Committee will hold a special meeting on Tuesday, January 6, 2004, at 9 a.m. in Room 116,
State Capitol, Des Moines, Iowa.  The following rules will be reviewed:

ACCOUNTANCY EXAMINERS BOARD[193A]
Professional Licensing and Regulation Division[193]
COMMERCE DEPARTMENT[181]“umbrella”

Certification of CPAs; fees, 3.1 to 3.15, 12.1,   Notice   ARC 3049B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

ADMINISTRATIVE SERVICES DEPARTMENT[11]
Offset of debts owed state agencies, adopt ch 40,   Notice   ARC 3066B,    also   Filed Emergency   ARC 3063B 12/24/03. . . . . . . . . . . . 
Pay; recruitment, application and examination; eligible lists; filling vacancies; appointments;

probationary period; promotion, transfer, temporary assignment, reassignment and voluntary demotion;
political activity; conduct of employees; drug use and drug tests, renumber 581—chs 4 to 10, 16, 18 as
11—chs 53 to 59, 65, 66 and rule 581—19.16 as 11—54.7; amend 53.5(3) to 53.5(6),
53.6(10) to 53.6(12), 53.7(2)“a,” 53.7(5)“d,” 53.8(1), 53.9(5), 53.13, 54.1(1), 54.2(4)“a,” 54.2(6),
54.2(7), 54.4(2)“c,” 54.7(4), 55.1(1), 55.1(2), 55.2, 56.3(1), 56.4, 56.7, 57.2, 57.5, 58.2 to 58.6,
59.2, 65.3, 66.2(1), 66.2(2)“c,” 66.5(2),   Notice   ARC 3036B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Employee organization dues, renumber 581—ch 23 as 11—ch 70,   Notice   ARC 3065B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

ATTORNEY GENERAL[61]
Quarterly escrow installments from particular nonparticipating manufacturers,

adopt ch 5,   Notice   ARC 2993B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

COLLEGE STUDENT AID COMMISSION[283]
EDUCATION DEPARTMENT[281]“umbrella”

Osteopathic physician recruitment program, ch 14 preamble,
14.1, 14.4(3), 14.4(4),   Notice   ARC 2988B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

CREDIT UNION DIVISION[189]
COMMERCE DEPARTMENT[181]“umbrella”

Conversion of an Iowa-chartered credit union to another charter type,
adopt ch 3,   Filed Emergency   ARC 2985B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

DENTAL EXAMINERS BOARD[650]
PUBLIC HEALTH DEPARTMENT[641]“umbrella”

Public health supervision by dentists, 10.5, 10.6,   Filed   ARC 3041B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

ECONOMIC DEVELOPMENT, IOWA DEPARTMENT OF[261]
Grow Iowa values fund assistance—Iowa jobs training program, accelerated career education (ACE) program,

7.9(2)“j,” 7.28 to 7.35, ch 20 div V, 20.19,   Filed Emergency After Notice   ARC 3029B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Workforce training and economic development funds, adopt ch 9,

Filed Emergency After Notice   ARC 3028B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Iowa community development block grant program, 23.2, 23.4(4), 23.7(1),

Notice   ARC 3033B,    also   Filed Emergency   ARC 3031B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Endow Iowa grants program, adopt ch 46,   Filed   ARC 3026B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Endow Iowa tax credits, adopt ch 47,   Filed   ARC 3027B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Community economic betterment program—wage thresholds, 53.6(1),

Notice   ARC 3032B,    also   Filed Emergency   ARC 3030B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Enterprise zones, 59.8, 59.8(1)“a” to “c,” 59.8(1)“d”(5), 59.8(2),

59.8(2)“a” and “b,”   Notice   ARC 3035B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Loan and credit guarantee program, adopt ch 69,   Notice   ARC 3034B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

EDUCATION DEPARTMENT[281]
Professional development, ch 12 div VII title, 12.7,

Notice   ARC 2499B,   Amended Notice   ARC 2542B,   Terminated   ARC 3025B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Course for drinking drivers—administrative fees, 21.33,   Filed   ARC 2994B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Funding for children residing in state institutions or mental health institutes,

adopt ch 34,   Filed   ARC 2995B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Career academies, ch 47,   Filed   ARC 2996B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Iowa public charter schools, adopt ch 68,   Filed   ARC 2998B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Teacher quality program—professional development for school districts,

83.6(2) to 83.6(4),   Notice   ARC 2999B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Regional academies—funding, 97.1, 97.4(1)“c,” 97.4(4) to 97.4(6),   Filed   ARC 2997B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
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ELDER AFFAIRS DEPARTMENT[321]
Adult day services programs; elder family homes; representative payee program and

bill payer program, chs 22 to 24,   Notice   ARC 3002B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Assisted living programs; non-facility-based respite care, ch 25,   Notice   ARC 3001B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Elder group homes; monitoring, civil penalties, complaints and investigation

for adult day services and assisted living programs; fees, chs 26, 27, 29,   Notice   ARC 3000B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . 

ENVIRONMENTAL PROTECTION COMMISSION[567]
NATURAL RESOURCES DEPARTMENT[561]“umbrella”

Controlling air pollution—small unit exemption, 22.1(2)“w,”   Filed   ARC 3006B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Commercial and industrial solid waste incineration (CISWI) units—emissions,

23.1(5)“c,”   Notice   ARC 3005B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Open burning, 23.2(2), 23.2(3)“a,” “g” and “i,”   Filed   ARC 3007B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Reauthorization of NPDES general permit no. 4,

64.15(4), 69.1(2), 69.2, 69.9(1)“c,” 69.10(6), 69.11(1)“c,”   Filed   ARC 3008B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

ETHICS AND CAMPAIGN DISCLOSURE BOARD, IOWA[351]
Exception from reporting requirement—voluntary reports, 4.11,   Notice   ARC 3048B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Candidate debate—media organization; debate structure and funding; contribution

reporting inapplicable, 4.51,   Notice   ARC 3046B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Use of public resources for a political purpose, adopt ch 5,   Notice   ARC 3047B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

HUMAN SERVICES DEPARTMENT[441]
Nursing facilities—quality assurance assessment, quality assurance payment,

ch 36 title and preamble, ch 36 div II, 36.6 to 36.8, 81.6(21), 
Notice   ARC 3022B,   also  Filed Emergency   ARC 3021B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Diversion initiatives, ch 47 title and preamble, ch 47 div I title and preamble,
47.1 to 47.4, 47.5(1), 47.5(1)“a” and “e” to “i,” 47.5(2), 47.5(3), 47.6,
47.7(1), 47.7(1)“d,” 47.7(2) to 47.7(4), 47.8, 47.9, 47.10(2), 47.10(3)“a,” 47.11, 47.21,
ch 47 divs III and IV,    Filed Emergency After Notice   ARC 3017B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Annual adjustments to the state supplementary assistance and Medicaid programs,
51.4(1), 51.7, 52.1(1), 52.1(2), 52.1(3)“a”(2), 75.5(3)“d,” 75.16(2)“d”(3),
Notice   ARC 3024B,   also  Filed Emergency   ARC 3023B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

State supplementary assistance reimbursement rates for in-home health-related care
and care in residential care facilities, 52.1(3), 177.4(3), 177.4(7),
177.4(8)“b,”   Filed   ARC 3019B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Food assistance program, ch 65 title and preamble, 65.1 to 65.4, 65.4(1), 65.4(4), 65.4(4)“a,” 65.5,
65.8(9), 65.9, 65.11, 65.13(1) to 65.13(3), 65.16, 65.19, 65.19(2)“b,” 65.19(8), 65.19(12),
65.19(16), 65.19(18)“a” and “b,” 65.19(19), 65.21(4), 65.21(5), 65.22(1)“b” and “g,”
65.22(3), 65.23(1), 65.24, 65.25, 65.27(1), 65.28(1), 65.28(7), 65.28(8),
65.28(8)“a” and “b,” 65.28(9)“j,” 65.28(11)“b,” 65.28(12)“a,” 65.28(13),
65.28(16), 65.29(2), 65.29(10), 65.30(3), 65.30(4), 65.31, 65.37, 65.37(4),
65.39, 65.46, 65.46(2), 65.46(3), 65.46(5), 65.50, 65.52,   Filed Emergency After Notice   ARC 3018B 12/10/03. . . . . . . . . . . . . . . . . 

Medicaid coverage limitations for drugs—prior authorization, preferred drug list,
78.1(2)“a”(3), 78.1(2)“f,” 78.28(1),   Filed Emergency   ARC 3020B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

INSPECTIONS AND APPEALS DEPARTMENT[481]
Long-term care facilities—involuntary discharge or transfer of a resident,

57.2(3), 57.36(1)“f” and “h,”  58.2(3), 58.40(1)“f” and “h,”
62.4(3), 62.14(4)“b”(3) and (5), 63.2(3), 63.34(1)“f” and “h,”
64.2(3), 64.36(1)“f” and “h,” 65.4(3), 65.16(6)“a” and “d,”  Notice   ARC 2987B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Bingo—exceptions to licensing requirements, 103.3(4),   Filed   ARC 2986B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

INSURANCE DIVISION[191]
COMMERCE DEPARTMENT[181]“umbrella”

Audited financial reports, 5.24(3), 5.25(2), 5.25(4)“f,” 5.25(5),
5.25(6),   Filed Emergency After Notice   ARC 3052B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Actuarial opinion and memorandum, 5.34,   Filed Emergency After Notice   ARC 3054B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Iowa FAIR plan, ch 20 div II, 20.41 to 20.60,   Filed   ARC 2992B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
2001 CSO mortality table, 42.6, 44.6, 47.7, adopt ch 91,   Filed Emergency After Notice   ARC 3053B 12/24/03. . . . . . . . . . . . . . . . . . . . 

MANAGEMENT DEPARTMENT[541]
Local government innovation fund committee, adopt ch 15,   Filed   ARC 3040B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
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MEDICAL EXAMINERS BOARD[653]
PUBLIC HEALTH DEPARTMENT[641]“umbrella”

Resident, special and temporary physician licensure, 10.1, 10.3(1)“a,”
10.4(2)“d,” 10.5(2)“b”(3),   Filed   ARC 3044B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Standards of practice and principles of medical ethics, ch 13 title,
13.7, 13.10, 13.20, 13.21; rescind ch 18,   Filed   ARC 3045B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Licensure of acupuncturists, 17.4(1)“b,” 17.5(3)“g,” 17.7, 17.8(1)“d,”   Notice   ARC 3043B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Physician supervision of a physician assistant,

ch 21 title, 21.1 to 21.5, 21.7,   Filed   ARC 3042B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

NATURAL RESOURCE COMMISSION[571]
NATURAL RESOURCES DEPARTMENT[561]“umbrella”

Bait dealer licenses—definitions of “retail” and “wholesale,”
15.1(1),   Filed   ARC 3013B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

State parks and recreation areas, 61.4(1)“c,” 61.4(1)“g”(2), 61.4(1)“h”(3) and (6) to (10),
61.6(1) to 61.6(4), 61.9(6) to 61.9(22),   Filed   ARC 3015B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Bobcat removed from list of threatened species, 77.2(2),   Filed   ARC 3014B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Fishing regulations, 81.1, 81.2(1), 81.2(3), 81.2(12)“b,”   Filed   ARC 3011B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Shovelnose sturgeon removed from and silver carp added to list

of permissive catch on the Missouri River, 82.2(1),   Filed   ARC 3010B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Taking and possession of mussels for sport, 87.2,   Filed   ARC 3012B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Nonresident deer hunting—minimum arrow length, licenses,

94.7(1), 94.8, 94.8(1), 94.8(2), 94.10(7),   Notice   ARC 3009B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Wild turkey spring hunting, 98.2(1)“b,” 98.3, 98.5, 98.13(1), 98.14, 98.16,

Filed   ARC 3016B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

NURSING BOARD[655]
PUBLIC HEALTH DEPARTMENT[641]“umbrella”

Nursing education curriculum, 2.11(3),   Filed   ARC 3055B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Registration fee for advanced registered nurse practitioners, 3.1,   Filed   ARC 3056B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

PERSONNEL DEPARTMENT[581]
IPERS, 21.10(12), 21.10(16), 21.10(19), 21.11(9), 21.16(6), 21.22(1)“d,” 21.24(2)“f,”

21.24(3), 21.24(5)“f,” 21.24(6)“d,” 21.24(18), 21.30,   Filed   ARC 3003B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

PROFESSIONAL LICENSURE DIVISION[645]
PUBLIC HEALTH DEPARTMENT[641]“umbrella”

Physical and occupational therapy examiners, ch 199, 199.4(2), 199.4(3), 199.6(3), 199.6(4),
ch 200, 200.1, 200.3(1)“c” and “d,” 200.4(4), 200.4(5), 200.5(1)“a,” 200.7(2), 200.7(2)“a,”
200.7(6), 200.9, 200.12 to 200.14, chs 201, 202, 204.1(6) to 204.1(10),   Filed   ARC 3039B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . 

Physical and occupational therapy examiners, 205.4(2), 205.4(3), 205.6(3), 205.6(4),
206.1, 206.8(2) to 206.8(5), 206.12, 206.15 to 206.17, chs 208 to 210,
210.1(5) to 210.1(9),   Filed   ARC 3038B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Speech pathology and audiology examiners, 300.2 to 300.16, 305.1(5) to 305.1(11),   Notice   ARC 2990B 12/10/03. . . . . . . . . . . . . . . . . 

PUBLIC HEALTH DEPARTMENT[641]
Notification and surveillance of reportable communicable and infectious diseases,

poisonings and conditions, 1.1, 1.4, 1.9,   Notice   ARC 2979B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Early hearing detection and intervention, adopt ch 3,   Filed Emergency After Notice   ARC 2981B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . 
Shipment of low-level radioactive waste—fee, 38.8(11)“a”(3),

38.8(11)“c,”   Filed   ARC 2980B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

PUBLIC SAFETY DEPARTMENT[661]
Fire safety—adult day services programs, 5.5(2)“c” to “f,” 5.500, 5.510,   Notice   ARC 2983B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . 
Fire safety—assisted living facilities, 5.626,   Notice   ARC 2984B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Fire fighting equipment revolving loan fund, ch 55 title, ch 55 div I, 55.1 to 55.3, 55.101 to 55.103,

ch 55 div II, 55.201 to 55.207,   Filed Emergency   ARC 3050B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Fire fighting equipment revolving loan fund, ch 55 title, ch 55 div I, 55.1 to 55.3, 55.101 to 55.103,

ch 55 div II, 55.201 to 55.207,   Notice   ARC 3051B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

REVENUE DEPARTMENT[701]
Interest rate for calendar year 2004, 10.2(23),   Notice   ARC 2991B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Individual income tax; corporate tax, 38.8, 39.6(2)“f,” 40.1, 40.18(1)“a”(1), 40.28, 41.3,

42.10, 43.1(1), 46.3(2)“a,” 46.4(5), 50.3, 52.1(3), 52.12, 53.2(1)“a”(1), 53.19,
54.6(3), 54.6(3)“b”(2), 59.1, 89.8(7)“t”“4,” 89.8(8)“c,”   Notice   ARC 3061B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
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REVENUE DEPARTMENT[701](Cont’d)
Individual income tax, 38.10, 38.10(1) to 38.10(17), 40.17, 40.38(7),

41.5(7), 42.2(8), 42.4(3)“b” and “c,” 42.22, 43.3(1), 43.3(15),   Notice   ARC 3062B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Investment tax credit for equity investment in qualifying business

or community-based seed capital fund; contingent tax credit
for investments in Iowa fund of funds, 42.18(1), 42.18(3),
52.21(3), 58.11(3),   Filed   ARC 3058B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Endow Iowa tax credits, 42.20, 52.23, 58.13,   Filed   ARC 3057B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Determination of value of utility companies, 77.1(1), 77.1(13), 77.4(4)“g” to “j,”

77.4(6), 77.5(1), 77.6,   Filed   ARC 3059B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Violations of the sale of cigarettes or tobacco products—penalties, 81.12(1),   Filed   ARC 3060B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . 

TELECOMMUNICATIONS AND TECHNOLOGY COMMISSION, IOWA[751]
Purchasing, 5.1 to 5.4, 5.12, 5.13, 5.15, 5.17 to 5.19,   Filed   ARC 2982B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

UTILITIES DIVISION[199]
COMMERCE DEPARTMENT[181]“umbrella”

Customer service, 6.2(1), 6.2(2), 6.3(3), 6.5(2), 19.4(1)“d,” 19.4(10), 19.4(11),
19.4(15) to 19.4(17), 19.4(19)“a,” 20.4(1)“d,” 20.4(11), 20.4(12), 20.4(14)“g,”
20.4(15) to 20.4(17),   Filed   ARC 2989B 12/10/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Notice of generation siting waiver requests, 24.15,   Notice   ARC 3064B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

VOTER REGISTRATION COMMISSION[821]
Voter registration applications; lists of registered voters, 2.1, 2.8, 3.10,   Notice   ARC 3037B 12/24/03. . . . . . . . . . . . . . . . . . . . . . . . . . . 

ADMINISTRATIVE RULES REVIEW COMMITTEE MEMBERS
Regular statutory meetings are held the second Tuesday of each month at the seat of government as provided in Iowa Code section 17A.8.  A special meeting may
be called by the Chair at any place in the state and at any time.
EDITOR’S NOTE:  Terms ending April 30, 2007.

Senator Jeff Angelo
808 West Jefferson
Creston, Iowa 50801

Representative Danny Carroll
244 400th Avenue
Grinnell, Iowa 50112

Senator Michael Connolly
3458 Daniels Street
Dubuque, Iowa 52002

Representative George Eichhorn
3533 Fenton Avenue
Stratford, Iowa 50249

Senator John P. Kibbie
P.O. Box 190
Emmetsburg, Iowa 50536

Representative Marcella R. Frevert
P.O. Box 324
Emmetsburg, Iowa 50536

Senator Paul McKinley
Route 5, Box 101H
Chariton, Iowa 50049

Representative David Heaton
510 East Washington
Mt. Pleasant, Iowa 52641

Senator Donald Redfern
415 Clay Street
Cedar Falls, Iowa 50613

Representative Geri Huser
213 Seventh Street NW
Altoona, Iowa 50009

Joseph A. Royce
Legal Counsel
Capitol, Room 116A
Des Moines, Iowa 50319
Telephone (515)281-3084
Fax (515)281-5995

Brian Gentry
Administrative Rules Coordinator
Governor’s Ex Officio Representative
Capitol, Room 11
Des Moines, Iowa 50319
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To All Agencies:
The Administrative Rules Review Committee voted to request that Agencies comply with Iowa Code section 17A.4(1)“b” by
allowing the opportunity for oral presentation (hearing) to be held at least twenty days after publication of Notice in the Iowa
Administrative Bulletin.

AGENCY HEARING LOCATION DATE AND TIME OF HEARING

ATTORNEY GENERAL[61]

Quarterly escrow installments 
from particular nonparticipating
manufacturers, ch 5
IAB 12/10/03  ARC 2993B

O’Connor Conference Room
Second Floor
Hoover State Office Bldg.
Des Moines, Iowa

December 30, 2003
3 to 4 p.m.

ECONOMIC DEVELOPMENT, IOWA DEPARTMENT OF[261]

Community development block grants,
23.2, 23.4(4), 23.7(1)
IAB 12/24/03  ARC 3033B
(See also ARC 3031B herein)

First Floor Northwest Conference Rm.
200 E. Grand Ave.
Des Moines, Iowa

January 13, 2004
1:30 p.m.

CEBA—wage threshold requirements,
53.6(1)
IAB 12/24/03  ARC 3032B
(See also ARC 3030B herein)

Second Floor Northwest Conference
  Room
200 E. Grand Ave.
Des Moines, Iowa

January 13, 2004
2 p.m.

Enterprise zones,
59.8
IAB 12/24/03  ARC 3035B

First Floor Northwest Conference Rm.
200 E. Grand Ave.
Des Moines, Iowa

January 13, 2004
2:30 p.m.

Loan and credit guarantee program,
ch 69
IAB 12/24/03  ARC 3034B

Main/ICN Conference Room
200 E. Grand Ave.
Des Moines, Iowa

January 16, 2004
3 to 4 p.m.

EDUCATION DEPARTMENT[281]

Teacher quality—professional 
development, 83.6
IAB 12/10/03  ARC 2999B
(ICN Network)

Second Floor
Grimes State Office Bldg.
Des Moines, Iowa

January 7, 2004
1 to 3 p.m.

NIACC
500 College Dr.
Mason City, Iowa

January 7, 2004
1 to 3 p.m.

Grant Wood AEA
4401 Sixth St. SW
Cedar Rapids, Iowa

January 7, 2004
1 to 3 p.m.

Southern Prairie AEA
2814 N. Court St.
Ottumwa, Iowa

January 7, 2004
1 to 3 p.m.

Great River AEA
3601 West Avenue Rd.
Burlington, Iowa

January 7, 2004
1 to 3 p.m.

Keystone AEA
2310 Chaney Rd.
Dubuque, Iowa

January 7, 2004
1 to 3 p.m.
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EDUCATION DEPARTMENT[281]  (Cont’d)
(ICN Network)

Iowa Central Community College
916 N. Russell
Storm Lake, Iowa

January 7, 2004
1 to 3 p.m.

Atlantic Middle School
1100 Linn St.
Atlantic, Iowa

January 7, 2004
1 to 3 p.m.

ELDER AFFAIRS DEPARTMENT[321]

Adult day services programs,
rescind chs 22 to 24, adopt ch 24
IAB 12/10/03  ARC 3002B
(ICN Network)

Third Floor Conference Room 
Wallace State Office Building
Des Moines, Iowa

January 7, 2004
9 to 11 a.m.

Room 550
411 Third Street SE
Cedar Rapids, Iowa

January 7, 2004
9 to 11 a.m.

Room 211
Southwestern Iowa Comm. College
1501 West Townline Road
Creston, Iowa

January 7, 2004
9 to 11 a.m.

Fourth Floor
Trospar-Hoyt County Service Bldg.
822 Douglas St.
Sioux City, Iowa
* Note change of address

January 7, 2004 *
9 to 11 a.m.

Assisted living programs,
ch 25
IAB 12/10/03  ARC 3001B
(ICN Network)

Third Floor Conference Room 
Wallace State Office Building
Des Moines, Iowa

January 7, 2004
9 to 11 a.m.

Room 550
411 Third Street SE
Cedar Rapids, Iowa

January 7, 2004
9 to 11 a.m.

Room 211
Southwestern Iowa Comm. College
1501 West Townline Road
Creston, Iowa

January 7, 2004
9 to 11 a.m.

Fourth Floor
Trospar-Hoyt County Service Bldg.
822 Douglas St.
Sioux City, Iowa
* Note change of address

January 7, 2004 *
9 to 11 a.m.

Monitoring, civil penalties, 
complaints and investigation 
for adult day services and assisted
living programs; fees; elder group
homes, chs 26, 27, 29
IAB 12/10/03  ARC 3000B
(ICN Network)

Third Floor Conference Room 
Wallace State Office Building
Des Moines, Iowa

January 7, 2004
9 to 11 a.m.
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ELDER AFFAIRS DEPARTMENT[321]  (Cont’d)
(ICN Network)

Room 550
411 Third Street SE
Cedar Rapids, Iowa

January 7, 2004
9 to 11 a.m.

Room 211
Southwestern Iowa Comm. College
1501 West Townline Road
Creston, Iowa

January 7, 2004
9 to 11 a.m.

Fourth Floor
Trospar-Hoyt County Service Bldg.
822 Douglas St.
Sioux City, Iowa
* Note change of address

January 7, 2004 *
9 to 11 a.m.

ENVIRONMENTAL PROTECTION COMMISSION[567]

Emission guidelines and compliance
schedules for commercial and 
industrial solid waste incineration
units, 23.1(5)
IAB 12/10/03  ARC 3005B

Musser Public Library
304 Iowa Ave.
Muscatine, Iowa

January 16, 2004
1 p.m.

HUMAN SERVICES DEPARTMENT[441]

Quality assurance assessment for 
nursing facilities, 
36.1 to 36.8, 81.6(21)
IAB 12/10/03  ARC 3022B
(See also ARC 3021B)

Fifth Floor Southwest Conference Rm.
Hoover State Office Bldg.
Des Moines, Iowa

January 5, 2004
9 to 10 a.m.

LAW ENFORCEMENT ACADEMY[501]

Reserve officer personal standards,
10.100 to 10.106
IAB 11/26/03  ARC 2978B

Conference Room
Law Enforcement Academy
Camp Dodge
Johnston, Iowa

December 30, 2003
10 a.m.

MEDICAL EXAMINERS BOARD[653]

Licensure of acupuncturists,
17.4(1), 17.5(3), 17.7, 17.8(1)
IAB 12/24/03  ARC 3043B

Suite C
400 SW Eighth St.
Des Moines, Iowa

January 13, 2004
3 p.m.

NATURAL RESOURCE COMMISSION[571]

Nonresident deer hunting, 
94.7(1), 94.8, 94.10(7)
IAB 12/10/03  ARC 3009B

Fourth Floor West Conference Room
Wallace State Office Bldg.
Des Moines, Iowa

December 30, 2003
2 p.m.

PROFESSIONAL LICENSURE DIVISION[645]

Speech pathology and audiology 
examiners, 300.2 to 300.16, 305.1
IAB 12/10/03  ARC 2990B

Fifth Floor Board Conference Room
Lucas State Office Bldg.
Des Moines, Iowa

January 6, 2004
9 to 10 a.m.
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PUBLIC HEALTH DEPARTMENT[641]

Reporting, investigation, and surveys;
quarantine and isolation, 
1.1, 1.4, 1.9
IAB 12/10/03  ARC 2979B
(ICN Network)

ICN Room, Sixth Floor
Lucas State Office Bldg.
Des Moines, Iowa

December 30, 2003
10 to 11 a.m.

Kirkwood Community College
6301 Kirkwood Blvd.
Cedar Rapids, Iowa

December 30, 2003
10 to 11 a.m.

Resource Center
711 S. Vine St.
Glenwood, Iowa

December 30, 2003
10 to 11 a.m.

Indian Hills Community College
651 Indian Hills Dr.
Ottumwa, Iowa

December 30, 2003
10 to 11 a.m.

Buena Vista University
610 W. Fourth St.
Storm Lake, Iowa

December 30, 2003
10 to 11 a.m.

Newman Catholic High School
2445 19th St. SW
Mason City, Iowa

December 30, 2003
10 to 11 a.m.

PUBLIC SAFETY DEPARTMENT[661]

Fire safety standards for adult 
day services programs, 
5.5(2), 5.500, 5.510
IAB 12/10/03  ARC 2983B
(ICN Network)

Third Floor Conference Room 
Wallace State Office Building
Des Moines, Iowa

January 7, 2004
11 a.m.

Room 550
411 Third Street SE
Cedar Rapids, Iowa

January 7, 2004
11 a.m.

Room 211
Southwestern Iowa Comm. College
1501 West Townline Road
Creston, Iowa

January 7, 2004
11 a.m.

Fourth Floor
Trospar-Hoyt County Service Bldg.
822 Douglas St.
Sioux City, Iowa
* Note change of address

January 7, 2004 *
11 a.m.

Fire safety standards for assisted 
living facilities, 5.626
IAB 12/10/03  ARC 2984B
(ICN Network)

Third Floor Conference Room 
Wallace State Office Building
Des Moines, Iowa

January 7, 2004
11:30 a.m.

Room 550
411 Third Street SE
Cedar Rapids, Iowa

January 7, 2004
11:30 a.m.

Room 211
Southwestern Iowa Comm. College
1501 West Townline Road
Creston, Iowa

January 7, 2004
11:30 a.m.
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PUBLIC SAFETY DEPARTMENT[661]  (Cont’d)
(ICN Network)

Fourth Floor
Trospar-Hoyt County Service Bldg.
822 Douglas St.
Sioux City, Iowa
* Note change of address

January 7, 2004 *
11:30 a.m.

Fire fighting equipment revolving 
loan fund, 55.1 to 55.207
IAB 12/24/03  ARC 3051B

Fire Service Training Bureau
3100 Fire Service Road
Ames, Iowa

February 5, 2004
11 a.m.

UTILITIES DIVISION[199]

Notice of generation siting waiver 
requests, 24.15
IAB 12/24/03  ARC 3064B

Hearing Room
350 Maple St.
Des Moines, Iowa

January 27, 2004
10 a.m.

CITATION of Administrative Rules

The Iowa Administrative Code shall be cited as (agency identification number) IAC
(chapter, rule, subrule, lettered paragraph, or numbered subparagraph).

441 IAC 79 (Chapter)

441 IAC 79.1(249A) (Rule)

441 IAC 79.1(1) (Subrule)

441 IAC 79.1(1)“a” (Paragraph)

441 IAC 79.1(1)“a”(1) (Subparagraph)

The Iowa Administrative Bulletin shall be cited as IAB (volume), (number), (publication
date), (page number), (ARC number).

IAB Vol. XII, No. 23 (5/16/90) p. 2050, ARC 872A
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Due to reorganization of state government by 1986 Iowa Acts, chapter 1245, it was necessary to revise the agency
identification numbering system, i.e., the bracketed number following the agency name.

“Umbrella” agencies and elected officials are set out below at the left-hand margin in CAPITAL letters.
Divisions (boards, commissions, etc.) are indented and set out in lowercase type under their statutory “umbrellas.”
Other autonomous agencies which were not included in the original reorganization legislation as “umbrella” agen-

cies are included alphabetically in small capitals at the left-hand margin, e.g., BEEF INDUSTRY COUNCIL, IOWA[101].
The following list will be updated as changes occur:

ADMINISTRATIVE SERVICES DEPARTMENT[11]
AGRICULTURE AND LAND STEWARDSHIP DEPARTMENT[21]

Agricultural  Development Authority[25]
Soil Conservation Division[27]

ATTORNEY GENERAL[61]
AUDITOR OF STATE[81]
BEEF INDUSTRY COUNCIL, IOWA[101]
BLIND, DEPARTMENT FOR THE[111]
CAPITAL INVESTMENT BOARD, IOWA[123]
CITIZENS’ AIDE[141]
CIVIL RIGHTS COMMISSION[161]
COMMERCE DEPARTMENT[181]

Alcoholic  Beverages Division[185]
Banking Division[187]
Credit Union Division[189]
Insurance Division[191]
Professional Licensing and Regulation Division[193]

Accountancy Examining Board[193A]
Architectural Examining Board[193B]
Engineering and Land Surveying Examining Board[193C]
Landscape Architectural Examining Board[193D]
Real Estate Commission[193E]
Real Estate Appraiser Examining Board[193F]

Savings and Loan Division[197]
Utilities Division[199]

CORRECTIONS DEPARTMENT[201]
Parole Board[205]

CULTURAL AFFAIRS DEPARTMENT[221]
Arts Division[222]
Historical Division[223]

ECONOMIC DEVELOPMENT, IOWA DEPARTMENT OF[261]
City Development Board[263]
Grow Iowa Values Board[264]
Iowa Finance Authority[265]

EDUCATION DEPARTMENT[281]
Educational Examiners Board[282]
College Student Aid Commission[283]
Higher Education Loan Authority[284]
Iowa Advance Funding Authority[285]
Libraries and Information Services Division[286]
Public Broadcasting Division[288]
School Budget Review Committee[289]

EGG COUNCIL, IOWA[301]
ELDER AFFAIRS DEPARTMENT[321]
EMPOWERMENT BOARD, IOWA[349]
ETHICS AND CAMPAIGN DISCLOSURE BOARD, IOWA[351]
EXECUTIVE COUNCIL[361]
FAIR BOARD[371]
GENERAL SERVICES DEPARTMENT[401]
HUMAN INVESTMENT COUNCIL[417]
HUMAN RIGHTS DEPARTMENT[421]

Community Action Agencies Division[427]
Criminal and Juvenile Justice Planning Division[428]
Deaf Services Division[429]
Persons With Disabilities Division[431]
Latino Affairs Division[433]
Status of African-Americans, Division on the[434]
Status of Women Division[435]
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HUMAN SERVICES DEPARTMENT[441]
INFORMATION TECHNOLOGY DEPARTMENT[471]
INSPECTIONS AND APPEALS DEPARTMENT[481]

Employment Appeal Board[486]
Foster Care Review Board[489]
Racing and Gaming Commission[491]
State Public Defender[493]

LAW ENFORCEMENT ACADEMY[501]
LIVESTOCK HEALTH ADVISORY COUNCIL[521]
LOTTERY AUTHORITY, IOWA[531]
MANAGEMENT DEPARTMENT[541]

Appeal Board, State[543]
City Finance Committee[545]
County Finance Committee[547]

NARCOTICS ENFORCEMENT ADVISORY COUNCIL[551]
NATIONAL AND COMMUNITY SERVICE, IOWA COMMISSION ON[555]
NATURAL RESOURCES DEPARTMENT[561]

Energy and Geological Resources Division[565]
Environmental Protection Commission[567]
Natural Resource Commission[571]
Preserves, State Advisory Board for[575]

PERSONNEL DEPARTMENT[581]
PETROLEUM UNDERGROUND STORAGE TANK FUND

BOARD, IOWA COMPREHENSIVE[591]
PREVENTION OF DISABILITIES POLICY COUNCIL[597]
PUBLIC DEFENSE DEPARTMENT[601]

Emergency Management Division[605]
Military Division[611]

PUBLIC EMPLOYMENT RELATIONS BOARD[621]
PUBLIC HEALTH DEPARTMENT[641]

Substance Abuse Commission[643]
Professional Licensure Division[645]
Dental Examiners Board[650]
Medical Examiners Board[653]
Nursing Board[655]
Pharmacy Examiners Board[657]

PUBLIC SAFETY DEPARTMENT[661]
RECORDS COMMISSION[671]
REGENTS BOARD[681]

Archaeologist[685]
REVENUE DEPARTMENT[701]
SECRETARY OF STATE[721]
SEED CAPITAL CORPORATION, IOWA[727]
SHEEP AND WOOL PROMOTION BOARD, IOWA[741]
TELECOMMUNICATIONS AND TECHNOLOGY COMMISSION, IOWA[751]
TRANSPORTATION DEPARTMENT[761]

Railway Finance Authority[765]
TREASURER OF STATE[781]
TURKEY MARKETING COUNCIL, IOWA[787]
UNIFORM STATE LAWS COMMISSION[791]
VETERANS AFFAIRS COMMISSION[801]
VETERINARY MEDICINE BOARD[811]
VOTER REGISTRATION COMMISSION[821]
WORKFORCE DEVELOPMENT DEPARTMENT[871]

Labor Services Division[875]
Workers’ Compensation Division[876]
Workforce Development Board and

Workforce Development Center Administration Division[877]
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ARC 3049B

ACCOUNTANCY EXAMINING
BOARD[193A]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code section 542.4, the
Accountancy Examining Board hereby gives Notice of In-
tended Action to amend Chapter 3, “Certification of CPAs,”
and Chapter 12, “Fees,” Iowa Administrative Code.

The proposed amendments to Chapter 3 implement the
transition from pencil and paper to computerization of the
Uniform National Examination for Certified Public Accoun-
tants beginning in April 2004.  The proposed amendments to
Chapter 12 allow a range of fees rather than a set fee to cover
the cost of examination to the candidate.  These fees are paid
directly to the Board’s examination administrator, and the
proposed range of fees will save the Board’s changing the
rules each time a fee increase is adopted, but still allow the
Board to limit the fees to be collected.

Consideration will be given to all written suggestions or
comments on the proposed amendments received on or be-
fore January 13, 2004.  Comments should be addressed to
Glenda Loving, Accountancy Examining Board, 1920 S.E.
Hulsizer, Ankeny, Iowa 50021, or faxed to (515)281-7411.
E-mail may be sent to glenda.loving@iowa.gov.

These amendments are intended to implement Iowa Code
chapter 542.

The following amendments are proposed.

ITEM 1.  Amend rule 193A—3.1(79GA,ch55) as follows:

193A—3.1(79GA,ch55 542)  Qualifications for a certifi-
cate as a certified public accountant.

3.1(1)  A person of good moral character who makes ap-
plication pursuant to 2001 Iowa Acts, chapter 55, section 6,
Iowa Code section 542.6 may be granted a certificate as a
certified public accountant if the person satisfies all of the
following qualifications:

a. Satisfactory completion of the educational require-
ments of 2001 Iowa Acts, chapter 55, section 5(7), Iowa
Code section 542.5(7) and rule 193A—3.2(79GA,ch55 542);

b. No less than one year of verified experience including
the types of services described in 2001 Iowa Acts, chapter 55,
section 5(12), Iowa Code section 542.5(12) and rule 193A—
3.11 3.12(79GA,ch55 542); and

c. Successful completion of the examination described
in 2001 Iowa Acts, chapter 55, section 5(8), Iowa Code sec-
tion 542.5(8) and rule 193A—3.6 3.5(79GA,ch55 542) and
the ethics course and examination outlined in 193A—3.12
3.13(79GA,ch55 542).

3.1(2)  An application may be denied if the applicant:
a. Has been convicted of a crime described in 2001 Iowa

Acts, chapter 55, section 5(2) Iowa Code section 542.5(2);
b. Has had a professional license of any kind revoked in

this or any other jurisdiction, as provided in 2001 Iowa Acts,
chapter 55, section 5(3) Iowa Code section 542.5(3);

c. Makes a false statement of material fact on an applica-
tion for a certificate or is otherwise implicated in the submis-

sion of a false application as provided in 2001 Iowa Acts,
chapter 55, section 5(4) Iowa Code section 542.5(4); or

d. Demonstrates a lack of moral character in a manner
which the board reasonably believes will impair the appli-
cant’s ability to practice public accountancy in full com-
pliance with the public interest and state policies described in
2001 Iowa Acts, chapter 55, section 2 Iowa Code section
542.2.  While it is not possible to itemize all actions or behav-
iors which may demonstrate a lack of moral character, the
following nonexclusive list of factors will guide the board in
making its determination:

(1) A pattern and practice of making false or deceptive
representations, or of omitting material facts, while provid-
ing the public any of the services described in 2001 Iowa
Acts, chapter 55, section 3(20) Iowa Code section 542.3(20).

(2) to (4)  No change.

ITEM 2.  Amend rules 193A—3.2(79GA,ch55) and
193A—3.3(79GA,ch55) as follows:

193A—3.2(79GA,ch55 542)  Colleges or universities rec-
ognized by the board.  2001 Iowa Acts, chapter 55, section 5
Iowa Code section 542.5, in providing for educational quali-
fications for a certificate as certified public accountant, refers
to colleges or universities “recognized by the board.” For
such purpose, the board recognizes educational institutions
accredited by the American Assembly of Collegiate Schools
of Business and the regional accrediting bodies listed in the
current publication of the Accredited Institutions of Post Sec-
ondary Education, which listing is made a part of these rules
by reference.

This rule is intended to implement 2001 Iowa Acts, chap-
ter 55, section 5 Iowa Code section 542.5.

193A—3.3(79GA,ch55 542)  Accounting concentration.
3.3(1)  On or before December 31, 2000, Iowa Code sec-

tion 542C.5, in providing for educational requirements for a
certificate as a certified public accountant, refers to “substan-
tially the equivalent of an accounting concentration, includ-
ing related courses in other areas of business administration.”
The requirement for “substantially the equivalent of an ac-
counting concentration” shall be deemed to have been met
whether the candidate has a nonaccounting baccalaureate de-
gree supplemented by additional courses or has a baccalau-
reate degree with a major in accounting provided the candi-
date has satisfactorily completed a minimum of 48 semester
hours, or the equivalent thereof, in accounting and related
subjects.  Not less than 24 hours shall be in accounting
courses, of which at least one course shall be in auditing; and
the remainder may be in the subjects of economics, business
statistics, business law, finance, business management, mar-
keting, business communication, or other business-related
subjects.  Mathematics courses shall not qualify unless the
course is business math.

A candidate for examination qualifying under this subrule
must have passed at least one subject of the examination prior
to January 1, 2001, and must successfully complete all sub-
jects of the examination by December 31, 2003, or meet the
requirements outlined in subrule 3.3(2).

3.3(2)  On or after January 1, 2001, a 3.3(1)  A candidate
will be deemed to have met the educational requirement if, as
part of the 150 semester hours of education as outlined in
2001 Iowa Acts, chapter 55, section 5 Iowa Code section
542.5, the candidate has met one of the following four condi-
tions:

a. to c.  No change.
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d. Earned a baccalaureate or higher degree and com-
pleted the following hours from an accredited institution rec-
ognized by the board:

(1) At least 24 semester hours in accounting courses
above elementary accounting or principles of accounting
covering the subjects of financial accounting, auditing, taxa-
tion, and management accounting, not including internships
or life experience, and

(2) At least 24 additional semester hours in business-
related courses, not including internships or life experience.
Elementary accounting hours that do not qualify under sub-
paragraph 3.3(2)“d”(1) 3.3(1)“d”(1) above may apply to-
ward business-related courses.

Quarter hours will be accepted in lieu of semester hours at
a 3:2 ratio; that is, three quarter hours is equivalent to two se-
mester hours.  Internships and life experience hours may ap-
ply toward the total 150 hours’ requirement.

3.3(3)  The board may admit to the examination a candi-
date who will complete the educational requirements for a
baccalaureate degree with a concentration in accounting as
provided in subrule 3.3(2) within 120 days immediately fol-
lowing the date of the examination or who has completed
those requirements.  However, the board shall not report the
results of the examination until the candidate has met the ed-
ucational requirements for a baccalaureate degree and shall
not issue the certificate until the candidate has fully satisfied
the requirements of 2001 Iowa Acts, chapter 55, sections 5(7)
and 5(12).

3.3(4) 3.3(2)  The board will consider correspondence
study and study in other schools not meeting the above re-
quirements on an individual basis if the candidate can pro-
vide evidence that such study would be acceptable for credit
by a college or university recognized by the board; provided,
however, that at least 18 of the required hours in accounting
and at least 16 of the required hours in business-related sub-
jects must be obtained in a college or university recognized
by the board.

3.3(5) 3.3(3)  The applicant’s claim to college or universi-
ty credits must be confirmed by an official transcript of credit
issued by the institution in question.  The applicant shall be
responsible for having such transcripts sent to the board’s test
administrator at the time of making application.  The appli-
cant shall also be responsible for having any institution not
listed under rule 193A—3.2(79GA,ch55 542) furnish the
board evidence that it meets the accreditation requirements
of the board.  In addition, the applicant is responsible for all
material being in possession of the test administrator by the
deadline for filing applications.  Otherwise, the application
shall be considered incomplete and shall not be approved by
the board.

3.3(6) 3.3(4)  Graduates of foreign colleges or universities
shall have their education evaluated by a foreign credentials
evaluation advisory service specified by the board.

ITEM 3.  Amend rule 193A—3.4(79GA,ch55) as follows:

193A—3.4(79GA,ch55 542)  Examination applications.
3.4(1)  An individual desiring to take the certified public

accountant examination as an initial candidate should apply
on the form provided by to the board’s test administrator by
the deadline established in rule 193A—3.5(79GA,ch55).
Applications shall not be approved until complete in all re-
spects.  A complete application includes a completed ap-
plication form, the designated fee, all applicable college
transcripts and, if required, a certificate of enrollment.

3.4(2)  To be eligible to take the examination as a re-
examination applicant, the candidate shall have fulfilled the
requirements of rule 193A—3.3(79GA,ch55 542).

3.4(3) to 3.4(7)  No change.

ITEM 4.  Rescind rule 193A—3.5(79GA,ch55) and re-
number rules 193A—3.6(79GA,ch55) and 193A—
3.7(79GA,ch55) as 193A—3.5(542) and 193A—3.6(542).

ITEM 5.  Amend renumbered rule 193A—3.5(542) as
follows:

193A—3.5(542)  Content and grading of the examination.
3.5(1)  The board may make use of the uniform certified

public accountant’s examination prepared by the American
Institute of Certified Public Accountants or another nation-
ally recognized organization under a plan of cooperation
with the boards of all states and territories of the United
States.

3.5(2)  The board may also make use of the advisory grad-
ing service provided by the American Institute of Certified
Public Accountants or another nationally recognized orga-
nization under a plan of cooperation with the boards of all
states and territories of the United States.

3.5(3)  The identity of the person taking the examination
shall be concealed until after the examination papers have
been graded by the advisory grading service.  A grade of at
least 75 in each subject shall be considered passing.

ITEM 6.  Amend renumbered rule 193A—3.6(542) as
follows:

193A—3.6(542)  Conditioning conditional requirements.
3.6(1)  Under the paper-and-pencil examination, a candi-

date for a certificate is subject to the following:
3.6(1) a. A candidate must take all subjects at one sitting

until the candidate achieves the status of conditional candi-
date or passes all subjects.

3.6(2) b. A candidate who at any examination passes two
or more subjects and obtains a grade of not less than 50 in
each subject failed shall be considered as a conditional candi-
date in the subjects successfully passed.  However, the mini-
mum grade requirement will be waived if three subjects are
passed at a single sitting.

3.6(3) c. A candidate who achieves conditional standing
shall be credited with the subjects in which the candidate re-
ceived passing grades.  A conditional candidate may, upon
payment of the required fee, appear for reexamination in the
subject or subjects failed at any of the next six semiannual
consecutive examinations.

3.6(4) d. When a conditional candidate appears for re-
examination, the candidate must take all subjects for which
failing grades were received.  To obtain credit for a subject or
subjects passed upon reexamination, the conditional candi-
date must obtain a grade of not less than 50 in each subject
failed.  A grade of less than 50 shall have no effect on a prior
condition.

3.6(5) e. If, on reexamination, the candidate fails to pass
the remaining subject or subjects within the time provided for
reexamination in subrule 3.7(3) 3.6(1), paragraph “c,” such
candidate shall revert to the status of a new applicant, take the
entire examination, and pay the appropriate fee.

3.6(6)  The time limit within which a candidate is required
to pass all subjects under this rule shall not include any period
during which the applicant was serving in the armed forces of
the United States.  This exception does not apply if the candi-
date takes an examination while so serving.  The board may
extend the time limit in particular instances on a case-by-case
basis.

ACCOUNTANCY EXAMINING BOARD[193A](cont’d)
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3.6(7)  The time limit within which a candidate is required
to pass all subjects under this rule may be extended for hard-
ship cases, such as when the applicant for the examination is
prevented from attending for such reasons as unexpected ill-
ness, verified by a medical doctor, or a death in the family,
verified in writing.

3.6(8)  A candidate requesting transfer of grades from any
other jurisdiction will be subject to the same provisions of
this rule as an Iowa candidate, provided the examination giv-
en by the licensing authority in the other state was an ex-
amination approved by the Iowa board.

3.6(9)  A candidate requesting transfer of grades from any
other jurisdiction who does not meet the provisions of this
rule, but who meets all of the requirements for issuance of an
original certificate in the examining state other than residen-
cy, may, at the board’s discretion, be required to take at least
one section of the examination designated by the board.

3.6(2)  Effective with the implementation of the
computer-based examination, a candidate may take the re-
quired test subjects individually and in any order.  Except as
provided in subrule 3.6(3) and rule 193A—3.7(542), credit
for any subjects passed shall be valid for 18 months from the
actual date the candidate sat for the subject, without the can-
didate’s having to attain a minimum score on any failed sub-
ject(s) and without regard to whether the candidate has sat
for any other subjects.  The candidate shall also be subject to
the following:

a. The candidate must pass all four subjects of the ex-
amination within a rolling 18-month period that begins on
the date that the first subject is passed.  If all four subjects are
not passed within the 18-month period, credit for any subject
taken outside the 18-month period shall expire.

b. If a candidate fails a subject, the candidate cannot re-
take the same failed subject in an examination window.  An
examination window refers to a three-month period in which
a candidate has the opportunity to take the examination
(comprised of two months when the examination is offered
and one month when the examination will not be offered
while routine maintenance is performed and the item bank is
refreshed).  Thus, the candidate will be able to sit for the ex-
amination two out of three months within an examination
window.

3.6(3)  Effective with the implementation of the computer-
based examination, a candidate who has earned conditional
status on the paper-and-pencil examination will retain con-
ditional credit for the corresponding test subject of the
computer-based examination as follows:

Paper-and-Pencil Examination Computer-Based Examination
Auditing Auditing and Attestation
Financial Accounting and
Reporting (FARE)

Financial Accounting and
Reporting

Accounting and Reporting (ARE) Regulation
Business Law and Professional
Responsibilities (LPR)

Business Environment and
Concepts

Such candidate will be allowed until October 31, 2005, or
18 months from the last administration of the paper-and-
pencil examination, whichever is longer, to complete any re-
maining subjects of the examination before the credit(s)
earned under the paper-and-pencil examination expires and
the candidate loses credit.

3.6(4)  A candidate shall be deemed to have passed the ex-
amination once the candidate holds, at the same time, valid
credit for passing each of the four subjects of the examina-
tion.  For purposes of this rule, credit for passing a subject of
the examination is valid from the actual date of the testing

event for that subject, regardless of the date the candidate ac-
tually received notice of the passing score.

This rule is intended to implement 2001 Iowa Acts, chap-
ter 55 Iowa Code section 542.5.

ITEM 7.  Adopt new rule 193A—3.7(542) as follows:

193A—3.7(542)  Extension of conditional status.
3.7(1)  The time limit within which a candidate is required

to pass all subjects under these rules shall not include any pe-
riod during which the candidate was serving in the armed
forces of the United States.  This exception does not apply if
the candidate takes an examination while so serving.  The
board may extend the time limit in particular instances on a
case-by-case basis.

3.7(2)  The time limit within which a candidate is required
to pass all subjects under these rules may be extended for
hardship cases, such as when the applicant for the examina-
tion is prevented from attending for such reasons as unex-
pected illness, verified by a medical doctor, or a death in the
family, verified in writing.

3.7(3)  The time limit within which a candidate is required
to pass all subjects under these rules may be extended if cir-
cumstances occur which prevent the score from an examina-
tion from reaching the candidate in a reasonable period of
time which would allow the candidate the opportunity to re-
take a failed subject.

ITEM 8.  Renumber rules 193A—3.8(79GA,ch55)
through 193A—3.14(79GA,ch55) as 193A—3.9(542)
through 193A—3.15(542) and adopt new rule 193A—
3.8(542) as follows:

193A—3.8(542)  Transfer of credit from another jurisdic-
tion.

3.8(1)  A candidate requesting transfer of grades from any
other jurisdiction will be subject to the same provisions of
these rules as an Iowa candidate, provided that the examina-
tion given by the licensing authority in the other state was an
examination approved by the Iowa board.

3.8(2)  A candidate requesting transfer of grades from any
other jurisdiction who does not meet the provisions of these
rules, but who meets all of the requirements for issuance of
an original certificate in the examining state other than resi-
dency, may, at the board’s discretion, be required to take at
least one section of the examination designated by the board.

ITEM 9.  Amend renumbered rule 193A—3.9(542) as
follows:

193A—3.9(542)  Examination procedures.
3.9(1)  At the examination, a candidate must provide evi-

dence of the identification of the candidate with some two
forms of official document documentation such as a driver’s
license, student identification, service identification, or pass-
port that contains the candidate’s photograph and signature.
The candidate will be known at the examination by the candi-
date’s identification number alone and the number shall be
placed on every sheet containing computations for or an-
swers to the examination questions.

Under no circumstances shall a candidate’s name, initials,
or any identifying mark, other than the assigned number be
placed on any of the examination papers.  Failure to comply
with this requirement shall be deemed misconduct sufficient
for rejecting the candidate’s papers.

3.9(2)  Answers must be submitted on blanks furnished by
the board’s test administrator and must be completed in the
total time allotted for each subject.
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3.9(2)  The candidate may be photographed by the test ad-
ministrator at each appearance for the examination.  The test
administrator may collect from the candidate a fee for the
processing of the photograph.

3.9(3)  Stationery Scratch paper and supplies furnished by
the board’s test administrator shall remain the administra-
tor’s property and must be returned whether used or not.

3.9(4)  In the event that any examination papers are lost a
computer malfunction or failure occurs while the examina-
tion is being conducted, the liability of the board or its test
administrator will be limited to the fee paid by the applicant
for the examination.

ITEM 10.  Amend renumbered rule 193A—3.10(542) as
follows:

193A—3.10(542)  Conduct of the examination.
3.10(1)  No change.
3.10(2)  Conduct that subverts or attempts to subvert the

examination process includes, but is not limited to:
a. No change.
b. Conduct which violates the standards of test adminis-

tration, such as communicating with any other examination
candidate during the administration of the licensing ex-
amination; communicating with others outside of the ex-
amination site during the administration of the examination;
copying answers from another candidate or permitting one’s
answers to be copied by another candidate during the admin-
istration of the examination; having in one’s possession dur-
ing the administration of the licensing examination any
books, notes, written or printed materials or data of any kind,
other than the examination materials distributed.

c. No change.
3.10(3)  No change.

ITEM 11.  Amend renumbered rule 193A—3.11(542) as
follows:

193A—3.11(542)  Refunding of examination fees.  Ex-
amination fees shall not be refunded except as follows:

1. An applicant who is admitted but fails to attend the ex-
amination shall be rebated 50 percent of the prescribed fee
provided notification that the applicant will not be present is
received by the board 30 calendar days prior to the beginning
of the examination.

2. Fifty percent of the prescribed fee shall be returned to
an applicant whose application has been submitted and re-
viewed but who is found not qualified to take the examina-
tion.

3. In in hardship cases, such as when the applicant candi-
date for the examination is prevented from attending for such
reasons as unexpected illness, verified by a medical doctor, a
death in the family, or a call to active military service, 50 per-
cent of the fee may be returned provided that under the cir-
cumstances it was not possible for the applicant to notify the
board at least 30 calendar days prior to the beginning of the
examination that the applicant could not be present.  Written
documentation including evidence of the hardship shall be
provided to the board’s test administrator.

ITEM 12.  Amend renumbered rule 193A—3.12(542) as
follows:

193A—3.12(542)  Experience for certificate.
3.12(1)  No change.
3.12(2)  One year of experience shall consist of full- or

part-time employment that extends over a period of no less
than one year and no more than three years and includes no
fewer than 2,000 hours of performance of services outlined

in subrule 3.11 3.12(1).  Experience may be gained in more
than one employment situation, including an internship.

3.12(3)  No change.
3.12(4)  All experience shall be verified by a licensee with

direct supervisory control over the applicant or by a licensee
who can attest that the experience gained by the applicant
meets the requirements of subrule 3.11 3.12(1) if the appli-
cant is not supervised by a licensee.

3.12(5)  No change.

ITEM 13.  Amend renumbered rule 193A—3.14(542) as
follows:

193A—3.14(542)  Obtaining the certificate.  A candidate
who successfully passes the examination, completes the eth-
ics course and examination and meets the experience all re-
quirements outlined in rule 193A—3.11 3.1(79GA,ch55 542)
shall make application for the certificate on a form which may
be obtained from the board office.  An applicant for a certifi-
cate may be denied the certificate for reasons outlined in sub-
rules 3.4(3), 3.4(4), and 3.4(5) regardless of when the incident
occurred.

ITEM 14.  Amend renumbered rule 193A—3.15(542) as
follows:

193A—3.15(542)  Use of title.
3.15(1)  Only a person holding who holds a valid certifi-

cate and who complies with the requirements of 193A—
Chapters 5 and 10 may use or assume the title “certified pub-
lic accountant” or the abbreviation “CPA” or any other title,
designation, words, letters, abbreviation, sign, card, or de-
vice tending to indicate that such person is a certified public
accountant.

3.15(2)  Rules regarding the use of the title “CPA” in a
firm name are found at 193A—subrule 13.6(5).

ITEM 15.  Amend 193A—Chapter 3, implementation
clause, as follows:

These rules are intended to implement 2001 Iowa Acts,
chapter 55 Iowa Code chapter 542.

ITEM 16.  Amend rule 193A—12.1(79GA,ch55) as fol-
lows:

193A—12.1(79A,ch55 542)  Required fees.  The following
is a schedule of the fees for examinations, certificates, li-
censes, permits and renewals adopted by the board:

Initial CPA examination application:
Paid directly to CPA

examination services $285 not to exceed $1000
Reexamination:

Paid directly to CPA
examination services not to exceed $1000

Four subjects $255
Three subjects N/A
Two subjects $170
One subject $125

Nonrefundable proctoring fee
for out-of-state candidates $100

Initial LPA examination application $120
Reexamination:

Two subjects $80
One subject $60

Original issuance of CPA certificate or LPA license
by examination (fee includes wall certificate) $100

Original issuance of CPA certificate by
reciprocity or substantial equivalency $100
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CPA wall certificate issued by reciprocity
or substantial equivalency $50

Replacement of lost or destroyed
CPA certificate or LPA license $50

Original issuance of attest qualification $100
Biennial renewal of CPA certificate

or LPA license $100
Penalty for failure to comply with

continuing education requirements $50 to $250
Reinstatement of lapsed CPA certificate

or LPA license $100 + renewal fee
Original issuance of a firm permit to practice $50
Annual renewal of firm permit to practice $50
Reinstatement of lapsed firm permit

to practice $100 + renewal fee

ARC 3066B

ADMINISTRATIVE SERVICES
DEPARTMENT[11]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of 2003 Iowa Acts, chapter 145,
section 4, the Department of Administrative Services hereby
proposes to adopt new Chapter 40, “Offsets of Debts Owed
State Agencies,” Iowa Administrative Code.

The purpose of this rule making is to adopt rules on offset
of payments owed to persons and entities with liabilities
owed to state agencies, which were formerly under the au-
thority of and adopted by the Department of Revenue and Fi-
nance.  The responsibility for offsets has been transferred to
the Department of Administrative Services by the 80th Gen-
eral Assembly in 2003 Iowa Acts, chapter 145, section 86.

Any person who believes that the application of the discre-
tionary provisions of these rules would result in hardship or
injustice to that person may petition the Department for a
waiver of the discretionary provisions, if any.

Public comments concerning the proposed rules will be
accepted until 4:30 p.m. on January 13, 2004.  Interested per-
sons may submit written, oral or electronic comments by
contacting Carol Stratemeyer, Rules Administrator, Depart-
ment of Administrative Services, Hoover State Office Build-
ing, Level A, Des Moines, Iowa 50319-0104; telephone
(515)281-6134; fax (515)281-6140; E-mail Carol. Strate-
meyer@iowa.gov.

Persons who want to convey their views orally should
contact Carol Stratemeyer, Rules Administrator, at the ad-
dress stated above.  Requests for a public hearing must be re-
ceived by January 6, 2004.

These rules were also Adopted and Filed Emergency and
are published herein as ARC 3063B.  The content of that sub-
mission is incorporated by reference.

These rules are intended to implement 2003 Iowa Acts,
chapter 145, section 86.

ARC 3036B

ADMINISTRATIVE SERVICES
DEPARTMENT[11]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of 2003 Iowa Acts, chapter 145,
sections 4 and 61, the Department of Administrative Services
hereby gives Notice of Intended Action to amend and trans-
fer rules of the former Department of Personnel[581], Chap-
ter 4, “Pay”; Chapter 5, “Recruitment, Application and Ex-
amination”; Chapter 6, “Eligible Lists”; Chapter 7, “Filling
Vacancies”; Chapter 8, “Appointments”; Chapter 9, “Proba-
tionary Period”; Chapter 10, “Promotion, Transfer, Tempo-
rary Assignment, Reassignment and Voluntary Demotion”;
Chapter 16, “Political Activity”; Chapter 18, “Conduct of
Employees”; and Chapter 19, “General Administration,” to
the Department of Administrative Services[11], Chapter 53,
“Pay”; Chapter 54, “Recruitment, Application and Examina-
tion”; Chapter 55, “Eligible Lists”; Chapter 56, “Filling Va-
cancies”; Chapter 57, “Appointments”; Chapter 58, “Proba-
tionary Period”; Chapter 59, “Promotion, Transfer, Tempo-
rary Assignment, Reassignment and Voluntary Demotion”;
Chapter 65, “Political Activity”; and Chapter 66, “Conduct
of Employees,” Iowa Administrative Code.

The purpose of this proposed rule making is to comply
with statutory changes enacted by the 80th General Assem-
bly in 2003 Iowa Acts, chapter 145.  Differences between the
original chapters and the renumbered chapters include:

� Removing references to “trainee appointments,” a
concept that is not currently in use, from 11—Chapter 53;

� Clarifying the provisions in 11—Chapter 53 for set-
ting the pay of employees returning from leave or employees
recalled from layoff;

� In 11—Chapter 54, changing the period of time for
which recruitment notices are posted from 15 to 10 days, to
reflect the current statutory requirement;

� Incorporating rule 581—19.16(19A) as rule 11—
54.7(80GA,ch145); and

� Correcting the date of a previously established retro-
active provision on reinstatement in 11—Chapter 57.

The Department will accept public comments on the pro-
posed amendments until 4:30 p.m. on January 13, 2004. In-
terested persons may submit written, oral or electronic com-
ments to Carol Stratemeyer, Rules Administrator, Depart-
ment of Administrative Services, Hoover State Office
Building, Level A, Des Moines, Iowa 50319-0104; tele-
phone (515)281-6134; fax (515)281-6140; or E-mail Carol.
Stratemeyer@iowa.gov.

These amendments are intended to implement 2003 Iowa
Acts, chapter 145, article 4, sections 57 through 66, 75, 77,
78, 80, 81 and 83; and Iowa Code chapter 68B.

The following amendments are proposed.
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ITEM 1.  Transfer 581—Chapter 4 to 11—Chapter 53;
581—Chapter 5 to 11—Chapter 54; 581—Chapter 6 to
11—Chapter 55; 581—Chapter 7 to 11—Chapter 56;
581—Chapter 8 to 11—Chapter 57; 581—Chapter 9 to
11—Chapter 58; 581—Chapter 10 to 11—Chapter 59;
581—Chapter 16 to 11—Chapter 65; and 581—Chapter
18 to 11—Chapter 66.

ITEM 2.  Except as otherwise specified below, amend
11—Chapters 53 to 59, 65 and 66 by replacing all refer-
ences to Iowa Code chapter 19A with references to 2003
Iowa Acts, chapter 145; by replacing all references to the
department of personnel with references to the department
of administrative services; and by replacing references to
581—Chapters 4 to 10, 16 and 18 with references to
11—Chapters 53 to 59, 65 and 66.

ITEM 3.  Amend rule 11—53.5(80GA,ch145) as follows:
Rescind and reserve subrules 53.5(3) and 53.5(4).
Amend subrule 53.5(5) as follows:
53.5(5)  Temporary, and seasonal, and internship. When

an appointment is made to a class on a temporary, or season-
al, or internship basis, the employee may be paid at any rate
within the pay grade to which the class is assigned.

ITEM 4.  Amend subrule 53.5(6) as follows:
53.5(6)  Overlap.  When an appointment is made on an

overlap basis, the employee shall be paid in accordance with
this chapter.  See rule 581—8.12(19A) 11—57.12(80GA,
ch145).

ITEM 5.  Amend subrule 53.6(10) as follows:
53.6(10)  Return from leave.  If an employee returns from

an authorized leave, the employee shall be paid at the same
step or pay rate as prior to the leave, including any pay grade,
pay plan, class or general salary increases to for which the
employee would have been eligible if not on leave, except as
provided for in subrules 4.6(1) 53.6(1) and 4.6(2) 53.6(2).
For setting eligibility dates, see subrule 4.7(5) 53.7(5).

ITEM 6.  Amend subrule 53.6(11) as follows:
53.6(11)  Recall.  If an employee is recalled in accordance

with 581 11—subrule 11.3(6) 60.3(6), the employee shall be
paid at the same step or pay rate as when laid off or bumped,
including any pay grade, pay plan, class or general salary in-
creases, except as provided in subrules 4.6(1) 53.6(1) and
4.6(2) 53.6(2).  For setting eligibility dates, see subrule
4.7(5) 53.7(5).

ITEM 7.  Amend subrule 53.6(12) as follows:
53.6(12)  Reinstatement.  When an employee is reinstated,

the employee may be paid at any step or pay rate for the class
to which reinstated. When the rate of pay is decided to be
greater than the pay at the time of separation, including any
pay grade, pay plan, class or general salary increases, the de-
cision to do so must be in accordance with subrule 4.5(1).
For setting eligibility dates, see subrule 4.7(5).

ITEM 8.  Amend subrule 53.7(2), paragraph “a,” as fol-
lows:

a. Performance.  Within grade pay increases shall be
based on performance, and are not automatic, except as pro-
vided in subrule 4.5(3), and may be delayed beyond comple-
tion of the employee’s minimum pay increase eligibility peri-
od.  To be eligible, a within grade pay increase must be ac-
companied by a current performance evaluation on which the
employee received a rating of at least “meets job expecta-
tions.”  Time spent on required educational or military leave
shall be considered to “meet job expectations.”

ITEM 9.  Amend subrule 53.7(5), paragraph “d,” as fol-
lows:

d. Adjustments for returning from leave, or recall and re-
instatement.  An employee who returns to work from a recall
list or from an authorized leave of absence or who is rein-
stated shall have the employee’s eligibility date restored, but
adjusted for the period of absence that exceeds 30 calendar
days.

ITEM 10.  Amend subrule 53.8(1) by replacing the cross
reference to 581—1.1(19A) with a cross reference to
11—50.1(80GA,ch145).

ITEM 11.  Amend subrule 53.9(5), first unnumbered
paragraph, as follows:

As a condition of receiving recruitment or retention pay,
the recipient must sign an agreement to continue employ-
ment with the appointing authority for a period of time fol-
lowing receipt of the payment that is deemed by the appoint-
ing authority to be commensurate with the amount of the pay-
ment.  If the recipient is terminated for cause or voluntarily
leaves state employment, the recipient will be required to re-
pay the appointing authority for the proportionate amount of
the payment for the time remaining, and it will be recouped
from the final paycheck.  When the recipient changes em-
ployment to another state agency, then a repayment schedule
must be approved by the director.  Recoupment will be coor-
dinated with the department of revenue and finance adminis-
trative services, state accounting enterprise, to ensure a
proper reporting of taxes.

ITEM 12.  Amend rule 11—53.13(80GA,ch145) by re-
placing the cross references to 581 IAC 12.1(19A) with
cross references to 11—61.2(80GA,ch145).

ITEM 13.  Amend 11—Chapter 53, implementation
clause, as follows:

These rules are intended to implement Iowa Code section
19A.9 2003 Iowa Acts, chapter 145, sections 57, 58, 59, 61,
65, 66, 75, 80, 81 and 83.

ITEM 14.  Amend subrule 54.1(1) as follows:
54.1(1)  The director shall give public notice of positions

opened for recruitment for a minimum of 15 ten calendar
days following the announcement date.  Recruitment may be
limited to a specific geographic area or a specific selective
background area or both.  Recruitment announcements shall
be posted publicly.  Copies may also be sent to newspapers,
radio stations, educational institutions, professional and voca-
tional associations, and other recruitment sources.  Recruit-
ment announcements may be posted as promotional opportu-
nities for current permanent state employees only.

ITEM 15.  Amend subrule 54.2(4), paragraph “a,”
introductory paragraph, as follows:

a. Promotional lists.  Promotional applicants shall meet
the minimum qualifications.  Promotional applicants may be
subject to keyboard examinations, background checks, psy-
chological examinations, and other examinations used for
further screening.  The following persons may apply to be on
promotional eligible lists at any time:

ITEM 16.  Amend subrule 54.2(6), last unnumbered para-
graph, as follows:

Applicants disqualified or removed under this subrule
shall be notified in writing by the director within five work-
days following removal.  Applicants may informally request
that the director reconsider their disqualification or removal
by submitting additional written evidence of their qualifica-
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tions or reasons why they should not be removed in accor-
dance with rule 581—12.3(19A) 11—61.3(80GA,ch145).
Formal appeal of disqualification or removal shall be in ac-
cordance with 581—subrule 12.2(4) 11— subrule 61.2(4).

ITEM 17.  Amend subrule 54.2(7), first unnumbered
paragraph, as follows:

Applicants and employees may, as a condition of the job,
be required to have a current license, certificate, or other evi-
dence of eligibility or qualification.  Employees who fail
to meet and maintain this requirement shall be subject to
discharge in accordance with rule 581—8.9(19A) 11—
57.9(80GA,ch145) or 581—subrule 11.2(4) 11—subrule
60.2(4).

ITEM 18.  Amend subrule 54.4(2), paragraph “c,”
introductory paragraph, by replacing the cross reference
to 581—5.6(19A) with a cross reference to 11—
54.6(80GA,ch145).

ITEM 19.  Renumber rule 581—19.16(19A) as rule 11—
54.7(80GA,ch145) and amend renumbered subrule 54.7(4)
as follows:

54.7(4)  Employee drug tests.  Drug testing of employees
is prohibited except as provided in subrule 19.5 54.7(2),
paragraph “b.”

ITEM 20.  Amend 11—Chapter 54, implementation
clause, as follows:

These rules are intended to implement Iowa Code section
19A.9 as amended by 2000 Iowa Acts, House File 2463, sec-
tion 12 2003 Iowa Acts, chapter 145, sections 57, 58, 60, 61,
62, 64, 77, 78, 81 and 83.

ITEM 21.  Amend subrule 55.1(1) by replacing the cross
reference to 581—subrule 11.3(6) with a cross reference to
11—subrule 60.3(6).

ITEM 22.  Amend subrule 55.1(2) by replacing the cross
reference to 581—paragraph 5.2(4)“a” with a cross refer-
ence to 11—paragraph 54.2(4)“a.”

ITEM 23.  Amend rule 11—55.2(80GA,ch145) by replac-
ing the cross reference to 581—subrule 5.2(6) with a cross
reference to 11—subrule 54.2(6).

ITEM 24.  Amend rule 11—55.2(80GA,ch145), num-
bered paragraph “9,” by replacing the cross reference to
581—subrule 12.2(4) with a cross reference to 11—subrule
61.2(4).

ITEM 25.  Amend 11—Chapter 55, implementation
clause, as follows:

These rules are intended to implement Iowa Code section
19A.9 2003 Iowa Acts, chapter 145, sections 57, 58, 59, 61,
65, 66, 78, 80, 81 and 83.

ITEM 26.  Amend subrule 56.3(1) by replacing the cross
reference to 581—subrule 11.3(6) with a cross reference to
11—subrule 60.3(6).

ITEM 27.  Amend rule 11—56.4(80GA,ch145) as fol-
lows:

11—56.4(80GA,ch145)  Selective lists.  The director may
provide lists of only those eligibles for a position who possess
specific education, experience or other selective qualifica-
tions required to perform the duties of a position.  The director
may establish procedures for determining and approving se-
lective qualifications, processing requests and issuing selec-
tive lists with selectives.

ITEM 28.  Amend rule 11—56.7(80GA,ch145) by replac-
ing the cross reference to 581—subrule 5.2(5) with a cross
reference to 11—subrule 54.2(5) and by replacing the cross
reference to 581—7.5(19A) with a cross reference to 11—
56.5(80GA, ch145).

ITEM 29.  Amend 11—Chapter 56, implementation
clause, as follows:

These rules are intended to implement Iowa Code section
19A.9 as amended by 2000 Iowa Acts, House File 2463, sec-
tion 12 2003 Iowa Acts, chapter 145, sections 57, 58, 59, 61,
62, 64, 65, 66, 78, 81 and 83.

ITEM 30.  Amend rule 11—57.2(80GA,ch145) by replac-
ing the cross reference to 581—Chapter 7 with a cross ref-
erence to 11—Chapter 56.

ITEM 31.  Amend rule 11—57.5(80GA,ch145), second
unnumbered paragraph, as follows:

Former employees who are reinstated shall accrue vaca-
tion at the same rate as at the time they separated from state
employment, and the employee’s previous vacation anniver-
sary date minus the period of separation shall be restored.
This paragraph shall be effective retroactive to January 1,
2000 1995.

ITEM 32.  Amend 11—Chapter 57, implementation
clause, as follows:

These rules are intended to implement Iowa Code section
19A.9 as amended by 2000 Iowa Acts, House File 2463, sec-
tion 12 2003 Iowa Acts, chapter 145 sections 57, 58, 59, 60,
61, 64, 65, 66, 78, 81 and 83.

ITEM 33.  Amend rule 11—58.2(80GA,ch145), first un-
numbered paragraph, by replacing the cross reference to
581—subrule 4.6(7) with a cross reference to 11—subrule
53.6(7).

ITEM 34.  Amend rule 11—58.3(80GA,ch145) by replac-
ing the cross reference to 581—subrule 4.6(7) with a cross
reference to 11—subrule 53.6(7).

ITEM 35.  Amend rule 11—58.4(80GA,ch145) by replac-
ing the cross reference to 581—subrule 7.3(2) with a cross
reference to 11—subrule 56.3(2) and by replacing the cross
reference to 581—subrule 4.6(6) with a cross reference to
11—subrule 53.6(6).

ITEM 36.  Amend rule 11—58.5(80GA,ch145) by replac-
ing the cross reference to 581—subrule 4.6(8) with a cross
reference to 11—subrule 53.6(8).

ITEM 37.  Amend rule 11—58.6(80GA,ch145) by replac-
ing the cross reference to 581—subrule 4.6(9) with a cross
reference to 11—subrule 53.6(9).

ITEM 38.  Amend 11—Chapter 58, implementation
clause, as follows:

These rules are intended to implement Iowa Code section
19A.9 2003 Iowa Acts, chapter 145, sections 57, 59, 61, 63,
64, 65, 66, 78, 81 and 83.

ITEM 39.  Amend rule 11—59.2(80GA,ch145), first un-
numbered paragraph, by replacing the cross reference to
581—11.2(19A) with a cross reference to 11—60.2(80GA,
ch145).

ITEM 40.  Amend 11—Chapter 59, implementation
clause, as follows:

These rules are intended to implement Iowa Code section
19A.9 as amended by 2000 Iowa Acts, House File 2463, sec-
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tion 12 2003 Iowa Acts, chapter 145, sections 57, 58, 59, 61,
62, 65, 66, 75, 78, 81 and 83.

ITEM 41.  Amend rule 11—65.3(80GA,ch145), introduc-
tory paragraph, by replacing the cross reference to
16.1(19A) with a cross reference to 65.1(80GA,ch145) and
by replacing the cross reference to 16.2(19A) with a cross
reference to 65.2(80GA,ch145).

ITEM 42.  Amend 11—Chapter 65, implementation
clause, as follows:

These rules are intended to implement Iowa Code section
19A.9 2003 Iowa Acts, chapter 145, sections 61, 64 and 66.

ITEM 43.  Amend subrule 66.2(1), definition of “regula-
tory agency,” as follows:

“Regulatory agency” means the department of agriculture
and land stewardship,; department of employment services
workforce development,; department of commerce,; depart-
ment of public health,; department of public safety,; depart-
ment of education,; board of regents,; department of human
services,; department of revenue and finance,; department of
inspections and appeals,; department of personnel, adminis-
trative services, human resources enterprise; public employ-
ment relations board,; department of transportation,; civil
rights commission,; department of public defense,; and de-
partment of natural resources.

ITEM 44.  Amend subrule 66.2(2), paragraph “c,” by re-
placing the cross reference to 581—12.1(19A) with a cross
reference to 11—61.1(80GA,ch145).

ITEM 45.  Amend subrule 66.5(2) as follows:
66.5(2)  Employees may contact the office of the Iowa citi-

zens’ aide at 1-800-358-5510 (888)426-6283 to report viola-
tions of this rule.

ITEM 46.  Amend 11—Chapter 66, implementation
clause, as follows:

These rules are intended to implement Iowa Code section
19A.9 2003 Iowa Acts, chapter 145, section 61, and Iowa
Code section 68B.4.

ARC 3065B

ADMINISTRATIVE SERVICES
DEPARTMENT[11]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of 2003 Iowa Acts, chapter 145,
section 4, the Department of Administrative Services hereby
gives Notice of Intended Action to amend and transfer rules
of the former Department of Personnel[581], Chapter 23,
“Employee Organization Dues,” to Administrative Services
Department[11], Chapter 70, “Employee Organization
Dues,” Iowa Administrative Code.

The purpose of this proposed rule making is to comply
with statutory changes enacted by the 80th General Assem-
bly in 2003 Iowa Acts, chapter 145, by transferring rules re-
garding employee organization dues from the former Depart-
ment of Personnel to the new Department of Administrative
Services.  Changes are solely editorial in nature.

The Department will accept public comments on the pro-
posed amendments until 4:30 p.m. on January 13, 2004.  In-
terested persons may submit written, oral or electronic com-
ments to Carol Stratemeyer, Rules Administrator, Depart-
ment of Administrative Services, Hoover State Office
Building, Level A, Des Moines, Iowa 50319-0104; tele-
phone (515)281-6134; fax (515)281-6140; or E-mail Carol.
Stratemeyer@iowa.gov.

These amendments are intended to implement Iowa Code
chapter 20.

The following amendments are proposed.

ITEM 1.  Transfer 581—Chapter 23 to 11—Chapter 70.

ITEM 2.  Amend 11—Chapter 70 by replacing all inter-
nal references to Chapter 23 with references to Chapter 70.

ARC 3033B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
hereby gives Notice of Intended Action to amend Chapter 23,
“Iowa Community Development Block Grant Program,”
Iowa Administrative Code.

The proposed amendments raise the ceiling for grants
made under the job creation, retention and enhancement set-
aside portion of the program and establish the threshold for
wages at 100 percent of the average county wage or 100 per-
cent of the average regional wage.  It also raises the set-aside
amount to 25 percent of the annual allocation of funds.

A transition provision is provided for applicants that will
have fully completed preapplications pending before the De-
partment prior to the January 1, 2004, effective date of the
Filed Emergency amendments, or fully completed preap-
plications that are postmarked or E-mailed to the Department
by the close of business on December 31, 2003.  These ap-
plications will be evaluated using the rules regarding wage
thresholds in effect at the time of submittal.

Public comments concerning the proposed amendments
will be accepted until 4:30 p.m. on January 13, 2004.  Inter-
ested persons may submit written or oral comments to
Roselyn McKie Wazny, Community Development Division,
Iowa Department of Economic Development, 200 East
Grand Avenue, Des Moines, Iowa 50309; telephone (515)
242-4822; E-mail rose.wazny@ided.state.ia.us.
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A public hearing to receive comments about the proposed
amendments will be held on January 13, 2004, at 1:30 p.m. at
the above address in the first floor northwest conference
room.

These rules are intended to implement Iowa Code section
15.108(1)“a.”

These amendments were also Adopted and Filed Emer-
gency and are published herein as ARC 3031B.  The content
of that submission is incorporated by reference.

ARC 3032B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
hereby gives Notice of Intended Action to amend Chapter 53,
“Community Economic Betterment Program,” Iowa Admin-
istrative Code.

The proposed amendments increase the wage threshold
requirements for eligibility for assistance.  To be eligible,
project jobs must have a starting wage equal to or exceeding
100 percent of the average county wage or 100 percent of the
average regional wage, whichever is lower, and over 50 per-
cent of the pledged jobs must be at or above the 100 percent
level.  These changes are intended to assist the Department in
meeting the legislative mandate to the Department to raise
the average wage of Iowans.  These amendments are in-
tended to complement the wage thresholds established by the
Iowa Values Board for its financial assistance programs.

A transition provision is provided for applicants that will
have fully completed preapplications pending before the De-
partment prior to the January 1, 2004, effective date of these
amendments, or fully completed preapplications that are
postmarked or E-mailed to the Department by the close of
business on December 31, 2003.  These applications will be
evaluated using the rules regarding wage thresholds in effect
at the time of submittal.

Public comments concerning the proposed amendments
will be accepted until 4:30 p.m. on January 13, 2004.  Inter-
ested persons may submit written or oral comments to:  Ken
Boyd, Business Finance, Iowa Department of Economic De-
velopment, 200 East Grand Avenue, Des Moines, Iowa
50309; telephone (515)242-4810; E-mail ken.boyd@ided.
state.ia.us.

A public hearing to receive comments about the proposed
amendments will be held on January 13, 2004, at 2 p.m. at the
above address in the northwest conference room on the sec-
ond floor.

These rules are intended to implement Iowa Code chapter
15 and 2003 Iowa Acts, First Extraordinary Session, chapters
1 and 2.

These amendments were also Adopted and Filed Emer-
gency and are published herein as ARC 3030B.  The content
of that submission is incorporated by reference.

ARC 3035B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
hereby gives Notice of Intended Action to amend Chapter 59,
“Enterprise Zones,” Iowa Administrative Code.

The proposed amendments implement statutory changes
made by the legislature during the past session relating to the
tax credits associated with designated housing enterprise
zones.  The proposed revisions include the method to transfer
state tax credits in conjunction with the sale of federal low-
income housing tax credits.

Public comments concerning the proposed amendments
will be accepted until 4:30 p.m. on January 13, 2004.  Inter-
ested persons may submit written or oral comments by con-
tacting Roselyn McKie Wazny, Community Development
Division, Department of Economic Development, 200 East
Grand Avenue, Des Moines, Iowa 50309; telephone (515)
242-4822; E-mail rose.wazny@ided.state.ia.us.

A public hearing to receive comments about the proposed
amendments will be held at 2:30 p.m. on January 13, 2004, at
the above address in the first floor northwest conference
room.  Individuals interested in providing comments at the
hearing should contact Roselyn McKie Wazny by 4 p.m. on
January 12, 2004, to be placed on the hearing agenda.

These amendments are intended to implement 2003 Iowa
Acts, chapter 133.

The following amendments are proposed.

ITEM 1.  Amend 261—59.8(15E), introductory para-
graph, as follows:
261—59.8(15E)  Eligible housing business.  An eligible
housing business includes a housing developer or , housing
contractor. , or nonprofit organization.

ITEM 2.  Amend paragraph 59.8(1)“a” as follows:
a. The housing business must build or rehabilitate either:
(1) A minimum of four single-family homes located in

that part of a city or county in which there is a designated en-
terprise zone, or

(2) One multiple dwelling unit building containing three
or more individual dwelling units located in that part of a city
or county in which there is a designated enterprise zone.
For purposes of this subrule, rehabilitation means any proj-
ect in which the costs of improvements to the property are
equal to or greater than 25 percent of the acquisition cost of
the property.

ITEM 3.  Amend paragraph 59.8(1)“b” as follows:
b. The single-family homes and or dwelling units which

are rehabilitated or constructed by the housing business shall
be modest homes or units, but shall include the necessary
amenities.  When completed and made available for occu-
pancy, the single-family homes and or dwelling units shall
meet the United States Department of Housing and Urban
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Development’s housing quality standards and local safety
standards.

ITEM 4.  Amend paragraph 59.8(1)“c” as follows:
c. The eligible housing business shall complete its build-

ing or rehabilitation within two years from the time the busi-
ness begins construction on the single-family homes and
dwelling units.  The failure to complete construction or reha-
bilitation within two years shall result in the eligible housing
business’s becoming ineligible and subject to the repayment
requirements and penalties in the agreement described in rule
261—59.13(15E).

ITEM 5.  Amend paragraph 59.8(1)“d” by adding the fol-
lowing new subparagraph (5):

(5) Information showing the total costs and sources of
project financing that will be utilized for the new investment
directly related to housing for which the business is seeking
approval for a tax credit provided in subrule 59.8(2), para-
graph “a.”

ITEM 6.  Amend subrule 59.8(2), introductory paragraph,
as follows:

59.8(2)  Benefits.  A business that qualifies under the “eli-
gible housing business” category may be eligible to receive
the following benefits for a period of ten years:

ITEM 7.  Rescind paragraph 59.8(2)“a” and insert in lieu
thereof the following new paragraph:

a. Investment tax credit.  An eligible housing business
may claim a tax credit up to a maximum of 10 percent of the
new investment which is directly related to the building or re-
habilitating of a minimum of four single-family homes lo-
cated in that part of a city or county in which there is a desig-
nated enterprise zone or one multiple dwelling unit building
containing three or more individual dwelling units located in
that part of a city or county in which there is a designated en-
terprise zone.  New investment which is directly related to
the building or rehabilitating of homes includes, but is not
limited to, the following costs:  land, surveying, architectural
services, building permits, inspections, interest on a
construction loan, building materials, roofing, plumbing ma-
terials, electrical materials, amounts paid to subcontractors
for labor and material provided, concrete, labor, landscaping,
appliances normally provided with a new home, heating and
cooling equipment, millwork, drywall and drywall materials,
nails, bolts, screws, and floor coverings.  New investment
does not include the machinery, equipment, or hand or power
tools necessary to build or rehabilitate homes.  In determin-
ing the amount of tax credits to be awarded to a project, the
department shall not include the portion of the project cost
financed through federal, state, and local government tax
credits, grants, and forgivable loans.  The tax credit shall not
exceed 10 percent of $140,000 for each home or individual
unit in a multiple dwelling unit building.  This tax credit may
be used to reduce the tax liability imposed under Iowa Code
chapter 422, division II, III, or V, or chapter 432.  The tax
credit may be taken on the tax return for the tax year in which
the project is certified for occupancy.  Any credit in excess of
the tax liability for the tax year may be credited to the tax li-
ability for the following seven years or until depleted, which-
ever occurs earlier.  If the business is a partnership, S corpo-
ration, limited liability company, or estate or trust electing to
have the income taxed directly to the individual, an individu-
al may claim the tax credit allowed.  The amount claimed by
the individual shall be based upon the pro rata share of the
individual’s earnings of the partnership, S corporation, limit-
ed liability company, or estate or trust.

If the approved housing business is using low-income
housing tax credits authorized under Section 42 of the Inter-
nal Revenue Code to assist in the financing of the project, the
department shall, upon project completion, issue a tax credit
certificate to the eligible housing business.  The denomina-
tion of the tax credit certificate will be based on documenta-
tion provided to the department by the Iowa finance authority
at the time the eligible housing business’s IRS Form 8609 is
issued.  The department shall issue tax credit certificates
once per year or when the department determines it to be nec-
essary and appropriate.  The eligible housing business shall
not claim the tax credit unless a tax credit certificate issued
by the department is attached to the taxpayer’s return for the
tax year for which the tax credit is claimed.

Housing enterprise zone tax credit certificates issued to el-
igible housing businesses also using low-income housing tax
credits authorized under Section 42 of the Internal Revenue
Code to assist in the financing of the project may be trans-
ferred to any person.  Within 90 days of the sale of the hous-
ing enterprise zone tax credit, the eligible housing business
must return the tax credit certificate issued by the department
so that replacement tax credit certificate(s) can be issued.
The original tax credit certificate shall be accompanied by a
written statement from the eligible housing business which
contains the names, tax identification numbers, and address-
es of the taxpayers to which the tax credits are being trans-
ferred, along with the denomination that each replacement
tax credit certificate is to carry and any other information re-
quired by the department of revenue.  Within 30 days of re-
ceiving the eligible housing business’s tax credit certificate
and written statement, the department shall issue replace-
ment tax credit certificate(s).  The department shall not issue
replacement tax credit certificates in an amount less than
$25,000.

ITEM 8.  Amend paragraph 59.8(2)“b” as follows:
b. Sales, service, and use tax refund.  An approved hous-

ing business shall receive a sales, service, and use tax refund
for taxes paid by an eligible housing business including an
eligible housing business acting as a contractor or subcon-
tractor, as provided in Iowa Code section 15.331A. as de-
scribed in paragraph 59.6(3)“e.”

ARC 3034B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
hereby gives Notice of Intended Action to adopt Chapter 69,
“Loan and Credit Guarantee Program,” Iowa Administrative
Code.

The proposed new rules implement the Loan and Credit
Guarantee Program as authorized by 2003 Iowa Acts, First
Extraordinary Session, chapter 2, section 69, and chapter 1,
sections 101 to 106.  The rules establish application proce-
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dures and evaluation criteria, form of award, and the contrac-
tual and compliance components of the program.

Public comments concerning the proposed amendments
will be accepted until 4:30 p.m. on January 16, 2004.  Inter-
ested persons may submit written or oral comments by con-
tacting: Nichole Warren, Department of Economic Develop-
ment, 200 East Grand Avenue, Des Moines, Iowa 50309;
telephone (515)242-4827.

A public hearing to receive comments about the proposed
new chapter will be held on January 16, 2004, from 3 to
4 p.m. at the above address in the main/ICN conference
room.

These rules are intended to implement 2003 Iowa Acts,
First Extraordinary Session, chapter 2, section 69, and chap-
ter 1, sections 101 to 106.

The following new chapter is proposed.

CHAPTER 69
LOAN AND CREDIT GUARANTEE PROGRAM

261—69.1(15E)  Purpose.  The purpose of the loan and cred-
it guarantee program is to create incentives and assistance to
increase the flow of private capital to targeted industry busi-
nesses and other qualified businesses, to promote industrial
modernization and technology adoption, to encourage the
retention and creation of jobs, and to encourage the export of
goods and services sold by Iowa businesses in national and in-
ternational markets.

261—69.2(15E)  Definitions.
“Act” means 2003 Iowa Acts, First Extraordinary Session,

chapter 1, sections 101 to 106.
“Department” or “IDED” means the Iowa department of

economic development.
“Financial institution” means a state bank as defined in

Iowa Code section 524.103, subsection 33, a state bank char-
tered under the laws of any other state, a national banking as-
sociation, a trust company, a federally chartered savings and
loan association, an out-of-state state chartered savings bank,
a financial institution chartered by the federal home loan
bank board, a non-Iowa chartered savings and loan associa-
tion, an association incorporated or authorized to do business
under Iowa Code chapter 534, or a production credit associa-
tion or such other financial institution as defined by the de-
partment for purposes of this chapter.

“Program” means the loan and credit guarantee program
established in the Act.

“Qualified business” means an existing or proposed busi-
ness entity with an annual average number of employees not
exceeding two hundred employees.  “Qualified business”
does not include businesses engaged primarily in retail sales,
real estate, or the provision of health care or other profession-
al services.  “Qualified business” includes professional ser-
vices businesses that provide services to targeted industry
businesses or other entities.  To be considered a qualified
business, a professional services business must derive a ma-
jority of its revenue from targeted industry businesses.

“Targeted industry business” means an existing or pro-
posed business entity, including an emerging small business
or qualified business which is operated for profit and which
has a primary business purpose of doing business in at least
one of the targeted industries designated by the department,
which include life sciences, software and information
technology, advanced manufacturing, value-added agricul-
ture, and any other industry designated as a targeted industry
by the loan and credit guarantee advisory board.

261—69.3(15E)  Application and review process.  The de-
partment, with the advice of the loan and credit guarantee
board, shall develop and make available a standardized ap-
plication pertaining to the issuance of loan and credit guaran-
tees.  Subject to the availability of funds, the loan and credit
guarantee board will review applications and make recom-
mendations to the department pertaining to the approval of
loan and credit guarantee awards.  The director of the depart-
ment shall have final approval of loan and credit guarantee
awards.

69.3(1)  Each participating financial institution shall iden-
tify and underwrite potential lending opportunities with
qualified businesses and targeted industry businesses.  Upon
determination by the financial institution that the business
meets the financial institution’s underwriting criteria, subject
to the approval of a loan and credit guarantee, the financial
institution shall submit a loan and credit guarantee applica-
tion and the underwriting information to the department.

69.3(2)  It shall be the responsibility of the financial insti-
tution and the qualified business or targeted industry busi-
ness to submit a complete application.  The department, with
the advice of the loan and credit guarantee board, shall deter-
mine when an application is complete.  Once the department
has determined that an application is complete, the depart-
ment shall consider the application as expeditiously as pos-
sible.

69.3(3)  The department, with the advice of the loan and
credit guarantee board, may develop an application proce-
dure to allow a qualified business or a targeted industry busi-
ness to apply directly to the department for a preliminary
guarantee determination.  A preliminary guarantee deter-
mination may be issued by the department subject to the
qualified business’s or targeted industry business’s securing
a commitment for financing from a financial institution.

261—69.4(15E)  Application approval or rejection.  Upon
approval of an application, the department shall issue a loan
and credit guarantee agreement with a financial institution
outlining the terms and conditions upon which the loan will
be guaranteed.

69.4(1)  No guarantee shall become effective until the re-
quired fees have been paid.  Such payment, along with an ex-
ecuted loan authorization shall indicate the financial institu-
tion’s acceptance of the terms of the loan authorization.

69.4(2)  In the event the department rejects an application,
the financial institution and the borrower will be sent notice,
including reasons for the rejection.

261—69.5(15E)  Terms and conditions.  A loan and credit
guarantee provided to a financial institution for a qualified
business or targeted industry business shall not exceed
$1 million.  Loan and credit guarantees provided under the
program to more than one financial institution for a single
qualified business or targeted industry business shall not ex-
ceed $10 million.

69.5(1)  A loan and credit guarantee provided under the
program shall be for eligible project costs.  Eligible project
costs include expenditures for production equipment and ma-
chinery, land and real estate, working capital for operations
and export transactions, research and development, market-
ing, engineering and architectural fees, and such other costs
as the department may designate.

69.5(2)  The loan and credit guarantee provided under the
program shall be negotiated on a case-by-case basis and in no
case shall exceed more than 50 percent of the amount to be
loaned to the qualified business or targeted industry business
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by the financial institution for the project as described in the
loan and credit guarantee application.

69.5(3)  Interest rate and term of the loan to be secured
shall be agreed upon between the financial institution and the
borrower, provided that no guarantee exceeds 15 years.

69.5(4)  Repayment of a guaranteed loan shall be secured
by such collateral as the department deems prudent.

69.5(5)  The covenants and requirements of the loan shall
be established by the financial institution and department in
accordance with prudent lending practices.

261—69.6(15E)  Administrative costs and program fees.
The department, with the advice of the loan and credit guaran-
tee board, may establish fees for participation in the loan and
credit guarantee program.

69.6(1)  The department shall charge a nonrefundable ap-
plication fee for a loan and credit guarantee.  The department
shall set the application fee annually and include the fee in-
formation in the application materials for the loan and credit
guarantee program.  This fee will be payable upon submis-
sion of an application for a loan and credit guarantee from a
financial institution or a qualified business or targeted indus-
try business and shall not exceed $1,000.

69.6(2)  Upon the approval of a loan and credit guarantee
application, the department shall charge a fee for authoriza-
tion of the loan or credit guarantee.  The fee shall be 2.5 per-
cent of the amount of funds to be guaranteed under the pro-
gram.  No loan and credit guarantee agreement will be exe-
cuted until the fee is received by the department.

261—69.7(15E)  Administration of guarantees.  A prelimi-
nary commitment issued by the department shall be effective
for 90 days from the date of issuance.  If the contingencies
outlined in the preliminary commitment are not met within 90
days, the preliminary commitment will be void.

69.7(1)  A loan and credit guarantee agreement shall be
executed between a financial institution, the borrower and
the department.  These rules and applicable state laws and
regulations shall be part of the agreement.  The loan and cred-
it guarantee agreement shall include, but is not limited to, the
following:

a. Provisions setting forth the responsibilities of the fi-
nancial institution to prudently underwrite and service in-
sured loans in such a manner as would be the normal and cus-
tomary practice of a prudent lender making or servicing a
loan.

b. A requirement that the financial institution notify the
department in writing within 5 business days after a borrow-
er’s payment is 30 days late and within 15 business days of
any other default or event or condition which indicates the
loan may be difficult to collect in full.  Upon default, the fi-
nancial institution, in consultation with the department, shall
take such action as may be prudent, including foreclosing on
and liquidating collateral.

c. The department may, at its discretion, cancel or reduce
a loan or credit guarantee if the financial institution breaches
its responsibilities under the loan and credit guarantee agree-
ment.

d. Awards may be conditioned upon commitment of oth-
er sources of funds necessary to complete the project or upon
other matters as determined appropriate by the department.

69.7(2)  The financial institution and borrower must exe-
cute and return the loan and credit guarantee agreement to the
department within the time period specified by the depart-
ment in the agreement.  Failure to do so may be cause for the
department to terminate the loan and credit guarantee.

69.7(3)  Any substantive change to a loan and credit agree-
ment, such as time extensions, budget revisions and signifi-
cant alteration of the funded project that change the scope,
location, objectives or scale of the approved project, shall be
considered a request for an amendment.   Amendments must
be requested in writing by the financial institution and are not
considered valid until approved by the department and con-
firmed in writing by IDED following the procedure specified
in the contract between the recipient and IDED.

69.7(4)  Financial institutions shall comply with these
rules, with any provisions of the Iowa Code governing activi-
ties performed under this program and with applicable local
regulations.

These rules are intended to implement 2003 Iowa Acts,
First Extraordinary Session, chapter 2, section 69, and chap-
ter 1, sections 101 to 106.

ARC 3048B

ETHICS AND CAMPAIGN
DISCLOSURE BOARD, IOWA[351]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code section 68B.32A,
the Iowa Ethics and Campaign Disclosure Board hereby
gives Notice of Intended Action to amend Chapter 4, “Cam-
paign Disclosure Procedures,” Iowa Administrative Code.

The proposed amendment clarifies the procedural require-
ments for a person that voluntarily registers a campaign com-
mittee by voluntarily filing a statement of organization prior
to being required to file the statement by exceeding the $750
filing threshold.  A person that voluntarily files a statement of
organization and complies with the procedural requirements
is not required to file disclosure reports.

The proposed amendment does not contain a specific
waiver provision.  However, any penalties imposed for viola-
tions would be subject to an already existing waiver provi-
sion.

Any interested person may make written comments on the
proposed amendment on or before January 13, 2004.  Com-
ments should be directed to Charlie Smithson, Iowa Ethics
and Campaign Disclosure Board, 514 E. Locust, Suite 104,
Des Moines, Iowa 50309.  Persons who wish to comment
orally should contact Charlie Smithson at (515)281-3489.

This amendment is intended to implement Iowa Code sec-
tions 56.5, 56.6, and 68B.32A(8).

The following amendment is proposed.

Rescind rule 351—4.11(56,68B) and adopt the following
new rule in lieu thereof:

351—4.11(56,68B)  Exception from reporting
requirement—voluntary reports.

4.11(1)  Persons that have not exceeded financial thresh-
old.  A person that has not exceeded the $750 financial filing
threshold may file a statement of organization for purposes of
using the short form “paid for by” attribution statement under
rule 351—4.38(56,68B).  A person that chooses to voluntari-
ly file a statement of organization shall notify the board at the
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time of filing the statement of organization that the person
has not exceeded the $750 threshold.  A person providing
such notice shall not be required to file disclosure reports un-
less the threshold is later exceeded.

4.11(2)  Failure to notify board.  A person that fails to
notify the board at the time of filing a voluntary statement of
organization that the $750 financial filing threshold was not
exceeded shall file a disclosure report on or before each ap-
propriate due date until the person notifies the board that the
$750 threshold was not exceeded.  The failure to file a disclo-
sure report subjects the person to civil penalties pursuant to
351—Chapter 10.

4.11(3)  Termination.  A person that voluntarily files a
statement of organization shall notify the board when the per-
son is no longer active in the election.  The board may admin-
istratively terminate the voluntary statement of registration if
the board determines that the person is no longer active in the
election.

4.11(4)  Persons not engaged in express advocacy.  A per-
son that is not engaged in the express advocacy of candidates
or ballot issues is not subject to the Iowa campaign laws.
Any such person that voluntarily files a statement of organ-
ization or that voluntarily files a disclosure report shall be no-
tified that the campaign laws do not apply and that filings are
not required.  A document filed under this subrule shall be
marked “voluntary” and made a public record.

This rule is intended to implement Iowa Code sections
56.5, 56.6, and 68B.32A(8).

ARC 3046B

ETHICS AND CAMPAIGN
DISCLOSURE BOARD, IOWA[351]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code section 68B.32A,
the Iowa Ethics and Campaign Disclosure Board hereby
gives Notice of Intended Action to amend Chapter 4, “Cam-
paign Disclosure Procedures,” Iowa Administrative Code.

The proposed amendment provides that the prohibition on
corporate contributions does not apply to an incorporated
media organization hosting a candidate debate when at least
two or more candidates are invited to participate.  This
amendment reflects Federal Election Commission regula-
tions 11 CFR 110.13 and 111.4, the Arkansas Educational
Television Commission v. Forbes, 523 U.S. 666 (1998) case,
and the Board’s determination after an investigation.

The proposed amendment does not contain a waiver pro-
vision as the requirements reflect federal regulations and a
federal court decision.

Any interested person may make written comments on the
proposed amendment on or before January 13, 2004.  Com-
ments should be directed to Charlie Smithson, Iowa Ethics
and Campaign Disclosure Board, 514 E. Locust, Suite 104,
Des Moines, Iowa 50309.  Persons who wish to comment
orally should contact Charlie Smithson at (515)281-3489.

This amendment is intended to implement Iowa Code sec-
tions 56.6 and 56.15.

The following amendment is proposed.

Adopt new rule 351—4.51(56) as follows:

351—4.51(56)  Candidate debate—media organization;
debate structure; debate funding; contribution reporting
inapplicable.  Iowa Code section 56.15 prohibits corpora-
tions from making contributions to state or local candidates in
Iowa.  This prohibition does not apply to incorporated media
organizations that host candidate debates described in this
rule.

4.51(1)  Media organization defined.  “Media organiza-
tion” means a broadcaster, cable television operator, televi-
sion programmer, television producer, bona fide newspaper,
magazine, or any other periodical publication.  The media or-
ganization shall not be owned or controlled by a political
party, political committee, or candidate.

4.51(2)  Debate structure.  The structure of the debate shall
be left to the discretion of the media organization provided
that at least two or more candidates for the particular office
are invited to participate.  The debate shall not be structured
to promote or advance one candidate over another.  In choos-
ing which candidates to invite to a debate, the media orga-
nization shall use good faith editorial judgment that is rea-
sonable and viewpoint-neutral.

4.51(3)  Funding debates.  A media organization may use
its own funds and may accept funds donated by corporations
to defray costs incurred in staging a candidate debate under
this rule.

4.51(4)  Contribution reporting inapplicable.  The costs of
a debate under this rule are not a reportable monetary or in-
kind contribution under Iowa Code section 56.6.

This rule is intended to implement Iowa Code sections
56.6 and 56.15.

ARC 3047B

ETHICS AND CAMPAIGN
DISCLOSURE BOARD, IOWA[351]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code section 68B.32A,
the Iowa Ethics and Campaign Disclosure Board hereby
gives Notice of Intended Action to adopt Chapter 5, “Use of
Public Resources for a Political Purpose,” Iowa Administra-
tive Code.

The amendment proposes a new chapter on the permissi-
ble and impermissible uses of public resources for a political
purpose.  The proposed chapter reflects the language of Iowa
Code section 56.12A, the holdings of advisory opinions, and
the determinations in Board investigations.

The proposed chapter does not contain a waiver provision
as the obligations in the rules are mandated by statute or are
interpretations of the statutory obligation.

Any interested person may make written comments on the
proposed chapter on or before January 13, 2004.  Comments
should be directed to Charlie Smithson, Iowa Ethics and
Campaign Disclosure Board, 514 E. Locust, Suite 104, Des
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Moines, Iowa 50309.  Persons who wish to comment orally
should contact Charlie Smithson at (515)281-3489.

These rules are intended to implement Iowa Code sections
56.2, 56.12A, 68B.32A(11), and 68B.32B.

The following new chapter is proposed.

CHAPTER 5
USE OF PUBLIC RESOURCES FOR

A POLITICAL PURPOSE

351—5.1(56)  Scope of chapter.  This chapter outlines the
permissible and impermissible uses of public resources for a
political purpose pursuant to Iowa Code section 56.12A and
board interpretations of the statute.

This rule is intended to implement Iowa Code section
56.12A.

351—5.2(56)  Applicability.  This chapter applies to the use
of resources that belong to the state, county, city, public
school, or other political subdivision by state and local cam-
paigns in Iowa.  This chapter does not apply to property be-
longing to the federal government or to the use of state,
county, city, public school, or other political subdivision
property by a federal campaign.

This rule is intended to implement Iowa Code section
56.12A.

351—5.3(56)  Definitions.  For purposes of this chapter the
following definitions apply:

“Ballot issue” means a question that has been approved to
be placed before the voters or is otherwise required by law to
be placed before the voters.  “Ballot issue” does not include
the nomination or election of a candidate.

“Campaign” means the organized effort to expressly ad-
vocate the nomination, election, or defeat of a candidate for
state or local office in Iowa.  “Campaign” also means the or-
ganized effort to expressly advocate the passage or defeat of
a ballot issue.

“Candidate” means any individual who has taken affirma-
tive action to seek nomination or election to a state or local
office in Iowa.

“Expressly advocate” means “express advocacy” as de-
fined in Iowa Code section 56.2(14) and subrule 4.53(1).
“Express advocacy” includes a communication that uses any
word, term, phrase, or symbol that exhorts an individual to
vote for or against a clearly identified candidate or for the
passage or defeat of a clearly identified ballot issue.

“Political purpose” means to expressly advocate the nomi-
nation, election, or defeat of a candidate or to expressly advo-
cate the passage or defeat of a ballot issue.

“Public resources” means the moneys, time, property, fa-
cilities, equipment, and supplies of the state, county, city,
public school, or other political subdivision.

This rule is intended to implement Iowa Code sections
56.2 and 56.12A.

351—5.4(56)  Use of public resources for a political pur-
pose prohibited.

5.4(1)  General prohibition.  Unless one of the exceptions
in rule 351—5.5(56) applies, the public officials and public
employees of the state, county, city, public school, or other
political subdivision shall not permit public resources to be
used to expressly advocate the nomination, election, or de-
feat of a candidate or to expressly advocate the passage or de-
feat of a ballot issue.

5.4(2)  Specific prohibitions.  For purposes of clarifying
the general prohibition on the use of public resources for a
political purpose, the board has identified situations in which

the use of public resources for a political purpose is prohib-
ited unless one of the exceptions in rule 351—5.5(56) ap-
plies.  The following specific conduct or actions are deemed
to be the prohibited use of public resources for a political pur-
pose:

a. Using public resources to solicit or accept campaign
contributions.

b. Using public resources to solicit votes, engage in cam-
paign work, or poll voters on their preferences for candidates
or ballot issues.  The prohibition on polling voters by using
public resources does not apply to authorized research at a
public university.

c. Using a publicly owned motor vehicle to transport
political materials, placing campaign signs on a publicly
owned motor vehicle, or traveling to campaign-related
events in a publicly owned motor vehicle.

d. Leaving a personal vehicle with a campaign sign at-
tached to the vehicle in a public parking lot for longer than 24
consecutive hours.  For purposes of this subrule, “campaign
sign” does not include bumper stickers.

e. Using public resources to produce and distribute com-
munications that expressly advocate for or against candidates
or that expressly advocate for or against ballot issues.

f. Placing campaign materials on public property in-
cluding the placement of campaign signs in the public right-
of-way.

5.4(3)  Transportation maps.  As provided in Iowa depart-
ment of transportation rule 761—28.3(307), Iowa trans-
portation maps are not to be sold or used for purposes of per-
sonal or professional gain.  The paper version of the map is
not to be altered for distribution in any way, including adding
a name or address, by candidates running for political office.
This prohibition does not apply to pictures of the governor
and lieutenant governor and a personal message to appear on
the map.

This rule is intended to implement Iowa Code section
56.12A.

351—5.5(56)  Exceptions from prohibition on use of pub-
lic resources for a political purpose.

5.5(1)  Expressing opinion by resolution.  Iowa Code sec-
tion 56.12A permits the state or a governing body of a county,
city, public school, or other political subdivision to express
an opinion on a ballot issue through the passage of a resolu-
tion or proclamation.  It is also permissible for a member of a
governing body of a county, city, public school, or other
political subdivision to express the member’s opinion on a
ballot issue at a public meeting of the governing body.

5.5(2)  Public forum.  Any public resource that is open to
any member of the general public to use for other purposes
may be used for political purposes, including the distribution
of political materials on vehicles that are parked in a public
parking lot.

5.5(3)  Candidate debate.  The state, county, city, public
school, or other political subdivision may permit the holding
of a candidate debate or forum and the accompanying dis-
tribution of campaign materials on governmental property so
long as at least two candidates seeking the same office attend
the debate or forum.

5.5(4)  Reimbursement to governmental body.  The state,
county, city, public school, or other political subdivision may
permit a person to use a public resource for a political pur-
pose so long as the person reimburses the governmental body
for the use of the public resource.  The reimbursement shall
be for the actual costs of the public resource or at the same
amount charged to a person using the public resource for any
other purpose.
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5.5(5)  Communications that do not expressly advocate.
Public resources may be used to produce and distribute com-
munications that do not expressly advocate for or against a
candidate or that do not expressly advocate for or against a
ballot issue.

5.5(6)  Use of job title.  As there is no expenditure of tax-
payer funds, job titles may be used for political purposes.

5.5(7)  Uniforms.  The wearing of a uniform associated
with a public office is not deemed a violation of Iowa Code
section 56.12A so long as the person is not on duty or other-
wise using public resources for a campaign.

5.5(8)  Residence.  It is not deemed a violation of Iowa
Code section 56.12A for a public official or public employee
to use for political purposes the portion of public property
that is designated as the personal residence of the public offi-
cial or public employee.

5.5(9)  Clothing or paraphernalia.  While performing offi-
cial duties, a public official or public employee may wear
clothes or wear political paraphernalia that expressly advo-
cate for or against candidates or that expressly advocate for
or against ballot issues.  However, the administrative head of
a state agency or of a department of a political subdivision
may enact an internal policy that would prohibit the wearing
of campaign materials on the public property of that agency
or subdivision.

5.5(10)  Posting of campaign literature in classroom.
Campaign literature and materials may be posted in a public
university or public school classroom as part of the curricu-
lum on government, elections, and campaigning so long as
material from at least two candidates for the same office or
about both sides of a ballot issue are posted.

This rule is intended to implement Iowa Code section
56.12A.

351—5.6(68B)  Board advice.  Public officials, public em-
ployees, or other persons interested in using public funds for a
political purpose may first seek advice or guidance from the
board concerning the legality of the action or conduct.

5.6(1)  Advisory opinion.  A board advisory opinion ap-
plies a statute or rule to a particular factual situation.  The
procedure for requesting a board opinion is set out in rules
351—1.2(68B) and 1.3(68B).  A board opinion, if followed,
constitutes a defense to a subsequent complaint concerning
the same facts and circumstances.

5.6(2)  Declaratory order.  Persons may also seek board
guidance concerning the application of a statute or rule to a
specific factual situation through the petition for declaratory
order procedure set out in 351—Chapter 12.

5.6(3)  Board review of a communication.  Any person in-
terested in producing and distributing a communication us-
ing public resources may submit the communication prior to
its distribution for a board determination of whether or not
the communication contains express advocacy.

This rule is intended to implement Iowa Code section
68B.32A(11).

351—5.7(68B)  Complaints.  Any person may file a com-
plaint or provide information to the board alleging a violation
of Iowa Code section 56.12A or the rules of this chapter by
a public official or a public employee.  The procedure for fil-
ing a complaint or providing information to the board is set
out in Iowa Code section 68B.32B and 351—Chapter 9.

This rule is intended to implement Iowa Code section
68B.32B.

ARC 3043B

MEDICAL EXAMINERS
BOARD[653]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code sections 147.76
and 148E.7, the Board of Medical Examiners hereby gives
Notice of Intended Action to amend Chapter 17, “Licensure
of Acupuncturists,” Iowa Administrative Code.

The Board approved the proposed amendments during its
regularly held meeting on November 20, 2003.

The proposed amendments require an acupuncturist, after
June 1, 2004, to be a diplomate in acupuncture or oriental
medicine from the National Certification Commission for
Acupuncture and Oriental Medicine (NCCAOM).

Any interested person may present written comments on
the proposed amendments not later than 4:30 p.m. on January
13, 2004.  Such written materials should be sent to Ann E.
Mowery, Executive Director, Board of Medical Examiners,
400 S.W. 8th Street, Suite C, Des Moines, Iowa 50309-4686,
or sent by E-mail to ann.mowery@iowa.gov.

There will be a public hearing on January 13, 2004, at
3 p.m. in the Board office, at which time persons may present
their views either orally or in writing.  The Board of Medical
Examiners office is located at 400 S.W. 8th Street, Suite C,
Des Moines, Iowa.

These amendments are intended to implement Iowa Code
sections 148E.2(1a) and 272C.3.

The following amendments are proposed.

ITEM 1.  Amend subrule 17.4(1), paragraph “b,” to read
as follows:

b. Hold current active status as a diplomate in
NCCAOM. or, after June 1, 2004, hold current active status
as a diplomate in acupuncture or oriental medicine from
NCCAOM.

ITEM 2.  Amend subrule 17.5(3), paragraph “g,” to read
as follows:

g. An official statement from NCCAOM that the appli-
cant holds active status as a diplomate in NCCAOM. or, after
June 1, 2004, an official statement from NCCAOM that the
applicant holds active status as a diplomate in acupuncture
or oriental medicine;

ITEM 3.  Amend rule 653—17.7(147,148E,272C),
introductory paragraph, as follows:
653—17.7(147,148E,272C)  Biennial renewal of license re-
quired.  Pursuant to Iowa Code section 148E.2, a license is
renewed every two years on November 1 for a fee of $300
with documented evidence that the licensee has completed
the 30 hours of continuing education required by the board.
Renewal Beginning June 1, 2004, renewal shall require evi-
dence of the licensee’s current active status as a diplomate in
the National Commission for the Certification of Acupunctu-
rists in acupuncture or oriental medicine from NCCAOM.
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ITEM 4.  Amend subrule 17.8(1), paragraph “d,” to read
as follows:

d. Provide an official statement from NCCAOM that the
applicant holds current active status as a diplomate of
NCCAOM.  After June 1, 2004, provide an official statement
from NCCAOM that the applicant holds active status as a
diplomate in acupuncture or oriental medicine.

ARC 3051B

PUBLIC SAFETY
DEPARTMENT[661]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code sections 17A.3 and
321.4, the Department of Public Safety hereby gives Notice
of Intended Action to amend Chapter 55, “Volunteer Fire
Fighter Training and Equipment Fund,” Iowa Administrative
Code.

2003 Iowa Acts, chapter 177, provides an appropriation of
$500,000 to the Fire Marshal Division of the Department of
Public Safety “for allocation to the fire service training bu-
reau to establish a revolving loan program for equipment
purchases by local fire departments.”  The proposed rules es-
tablish requirements and procedures for participation in the
revolving loan fund.  Prior to preparation of this Notice, the
State Fire Marshal received a recommendation for rules gov-
erning the revolving loan fund from the State Fire Service
and Emergency Response Council.  While these proposed
rules differ in certain respects from the recommendation of
the Council, the framework provided by the Council is the
basis of the rules.

These amendments were also Adopted and Filed Emer-
gency and are published herein as ARC 3050B.  The emer-
gency rules will become effective January 1, 2004, and will
enable an initial round of loan applications to be considered
and acted upon early in 2004.  The schedule for this initial
round of applications to be considered will be as follows:
(1) The application process will officially open on January
15, 2004; (2) The deadline for submitting applications to be
considered in the initial round will be March 1, 2004; and
(3) The target date for the Fire Marshal to announce decisions
regarding the first round of applications will be April 1,
2004.  The emergency rules are similar to the rules proposed
in this Notice with one exception.  The emergency rules con-
tain an exception to subrule 55.204(1), which specifies the
procedures for giving public notice of the availability of loan
funds.  For the initial round of loans, there will not be a No-
tice of Availability of Public Funds published in the Iowa Ad-
ministrative Bulletin prior to the commencement of the ap-
plication process due to the relatively short time before the
application process will open.  In the future, it is expected
that all loan application processes will be announced by a
Notice of Availability of Public Funds in the Iowa Adminis-
trative Bulletin, as well as by the other methods specified in
subrule 55.204(1).

A public hearing on these proposed amendments will be
held on February 5, 2004, at 11 a.m. at the offices of the Fire

Service Training Bureau, 3100 Fire Service Road, Ames,
Iowa 50011-3100.  Persons may present their views orally or
in writing at the public hearing.  Persons who wish to make
oral presentations at the public hearing should contact the
Agency Rules Administrator, Iowa Department of Public
Safety, Wallace State Office Building, Des Moines, Iowa
50319, by mail, by telephone at (515)281-5524, or by elec-
tronic mail to admrule@dps.state.ia.us, at least one day prior
to the public hearing.

Any written comments or information regarding these
proposed amendments may be directed to the Agency Rules
Administrator by mail or electronic mail at the addresses in-
dicated at least one day prior to the public hearing, or sub-
mitted at the public hearing.  Persons who wish to convey
their views orally other than at the public hearing may con-
tact the Agency Rules Administrator by telephone or in per-
son at the Department office at least one day prior to the pub-
lic hearing.

These amendments are intended to implement 2003 Iowa
Acts, chapter 177, section 11.

The following amendments are proposed.

ITEM 1.  Amend the title of 661—Chapter 55 as fol-
lows:

VOLUNTEER FIRE FIGHTER TRAINING AND
EQUIPMENT FUND FUNDS

ITEM 2.  Renumber rules 661—55.1(17A,77GA,ch1222)
to 661—55.3(17A,77GA,ch1222) as 661—55.101(17A,
77GA,ch1222) to 661—55.103(17A,77GA,ch1222), re-
serve rules 661—55.1 to 661—55.100 and 661—55.104 to
661—55.200 and add the following new division title be-
fore rule 661—55.101(17A,77GA,ch1222):

DIVISION I
VOLUNTEER FIRE FIGHTER TRAINING AND EQUIPMENT FUND

ITEM 3.  Adopt the following new division in 661—
Chapter 55:

DIVISION II
FIRE FIGHTING EQUIPMENT REVOLVING LOAN FUND

661—55.201(80GA,ch177)  Fire fighting equipment re-
volving loan fund.  There is established in the fire service
training bureau in the fire marshal division the fire fighting
equipment revolving loan fund.

661—55.202(80GA,ch177)  Purpose and scope.  The fire
fighting equipment revolving loan fund is established to as-
sist local fire departments to complete purchase or repairs of
equipment used in the performance of the departments’ fire
fighting duties, when the acquisition or repair of such equip-
ment would be impractical in the absence of assistance from
the fund.  Each payment of funds from the fund to a local fire
department shall be a loan awarded in compliance with rules
661—55.201(80GA,ch177) to 661—55.207(80GA,ch177),
and shall be for the specific purpose established in a contract
entered into between the department of public safety and ei-
ther the local fire department receiving the funds; or the city,
county, or township of which the fire department is a part; or
another legal entity authorized to enter into legally binding
commitments on behalf of the fire department.

661—55.203(80GA,ch177)  Definitions.  For purposes of
rules 661—55.201(80GA,ch177) to 661—55.207(80GA,
ch177), the following definitions apply:
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“Default” or “in default” means that more than one pay-
ment on a loan is currently due.

“Local fire department” means a paid, volunteer, or com-
bination fire protection service provided by a benefited fire
district under Iowa Code chapter 357B or by a county, mu-
nicipality or township, or a private corporate organization
that has a valid contract to provide fire protection service for
a benefited fire district, county, municipality, township or
governmental agency.  “Local fire department” does not in-
clude a military or private industrial fire department or ser-
vice.

“NFPA” means the National Fire Protection Association,
Batterymarch Park, Quincy, MA 02269.  References to the
form “NFPA xx,” where “xx” is a number, refer to the NFPA
standard or pamphlet of the corresponding number.

“PASS” means personal alert safety system.
“SCBA” means self-contained breathing apparatus.

661—55.204(80GA,ch177)  Application process.
55.204(1)  Notice of availability of funds.  Whenever

funds are available for loans through the fire fighting equip-
ment revolving loan fund, the department shall publish no-
tice of the availability of those funds in the Iowa Administra-
tive Bulletin and shall notify fire service organizations, in-
cluding, but not limited to, the Iowa Firemen’s Association,
the Iowa Fire Chiefs Association, and the Iowa Association
of Professional Fire Chiefs, of the availability of those funds,
the procedure for applying for loans through the program, the
deadline for applying for funds, and the provisions of rules
661—55.201(80GA,ch177) to 661—55.207(80GA,ch177).
All local fire departments in Iowa known to the fire service
training bureau shall receive notice by mail or, when avail-
able, electronic mail.  In addition, notice of availability of
funds and the application procedure shall be published on the
department’s Web site.

55.204(2)  Application.  Application for a loan from the
fire fighting equipment revolving loan fund shall be made on
an application form provided by the fire service training bu-
reau.  A completed application shall be submitted to the fire
service training bureau by the deadline specified in the notice
of availability of public funds and shall include any attached
materials required in the instructions provided with the ap-
plication form.

a. An application form shall be completed by the local
fire department.  The application shall include contact infor-
mation, loan amount requested, purpose of the loan, state-
ment of need, and current financial information, and any
additional information specified on the application form or
accompanying instructions, and shall be signed by an official
authorized to enter into contracts on behalf of the local fire
department.

b. In addition to the application, the following informa-
tion will be required prior to loan approval:

(1) Documentation that the department requesting the
loan meets the definition of a “local fire department.”

(2) Financial statements showing income, expenses, as-
sets, liabilities, and sources of income for the department re-
questing the loan for a three-year period prior to the loan re-
quest date.

(3) Verification that the match requirement will be met.  A
letter from the executive or chief financial officer of the
agency funding the match requirement will normally be suf-
ficient.

(4) A copy of the contract, bid specifications, or proposal
for purchase of the equipment/apparatus to be purchased
with the loan proceeds, or repair work order, if applicable.

55.204(3)  Loan application review.

a. The fire marshal, or another staff member of the fire
marshal division designated by the fire marshal,  and the
chief of the fire service training bureau, or another staff
member of the fire service training bureau designated by the
bureau chief, shall review each application for completeness
and compliance with rules 661—55.201(80GA,ch177) to
661—55.207(80GA,ch177).  The fire marshal may assign
additional staff of the fire marshal division to review applica-
tions and may request assistance from other employees of the
department of public safety in the review process.

b. The state fire service and emergency response coun-
cil, or a subcommittee of the council established for this pur-
pose, shall serve as an advisory committee to the fire marshal
in the loan application review process, and shall recommend
to the fire marshal funding, partial funding, or denial of each
application.  Recommendations regarding loan applications
shall be based upon availability of funds in relation to the to-
tal funds requested by eligible applicants, documentation of
need for the proposed purchase or repair, and documentation
of likely ability of the local fire department applying for a
loan to repay the loan.

c. Decisions to award or not to award loans shall be
made by the fire marshal.

55.204(4)  Appeals.  If a local fire department’s applica-
tion is denied or partially funded by the fire marshal, the de-
partment may appeal the decision of the fire marshal to the
commissioner of public safety using procedures for appeals
set out in 661—Chapter 10.

661—55.205(80GA,ch177)  Allowable acquisitions.  Loans
from the fire fighting equipment revolving loan fund may be
used to acquire the following equipment or repair services,
with the limitations indicated:

1. Firefighting apparatus, including pumpers, tankers,
ladder trucks, hazardous materials emergency response ve-
hicles, or rescue vehicles.  Any apparatus obtained with loan
funds must comply with applicable NFPA standards, as iden-
tified by the fire marshal.  Loans in this category may be
awarded in amounts between $25,000 and $150,000.

2. Personal protective equipment and communications
equipment, including personal protective clothing (structural
and wild land) that includes helmets, coats, boots, pants, eye
protection, gloves, and protective hoods; SCBA with inte-
grated PASS devices; and radio communications devices.
Radio communications devices obtained with loan funds
must be interoperable with equipment utilized by agencies
with which the agency obtaining the equipment has mutual
aid agreements, if such interoperable equipment is available.
Equipment obtained must comply with applicable NFPA
standards, as identified by the fire marshal.  Loans for pur-
chase in this category are limited to amounts between
$10,000 and $50,000.

3. Repairs made to apparatuses identified in paragraph
“1.”  Loans in this category are limited to amounts between
$10,000 and $50,000.

4. Purchase of accessory equipment, including fire sup-
pression equipment such as hoses, ladders, small fireground
tools, ventilation equipment, or vehicle extrication and res-
cue equipment.  Equipment obtained with loan funds must
comply with applicable NFPA standards, as identified by the
fire marshal.  Loans in this category are limited to amounts
between $10,000 and $50,000.

5. The fire marshal, acting on the advice of the fire ser-
vice and emergency response council, may establish priori-
ties for funding through the revolving loan fund.  If such pri-
orities are established, they will be included in the notice of
availability of funds and shall be utilized only if the total
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amount of funding requested exceeds the total funds avail-
able to loan.

661—55.206(80GA,ch177) Eligibility requirements and
restrictions.

55.206(1)  Any local fire department in the state of Iowa is
eligible to apply for a loan.

55.206(2)  Loan applicants shall be required to provide a
10 percent match.

55.206(3)  All successful loan applicants shall comply ful-
ly with the fire incident reporting requirements (NFIRS) of
the fire marshal division.

55.206(4)  No loan shall be made to a local fire department
serving a population in excess of 30,000 people which will
result in excess of 50 percent of the total funds loaned at any
given time being loaned to local fire departments serving
populations in excess of 30,000 people, unless the fire mar-
shal finds that there are no eligible applications pending from
local fire departments serving populations of 30,000 people
or less.

55.206(5)  Following approval, loan funds will be pro-
vided only after the local fire department receiving the loan
submits documentation showing that the department has ei-
ther acquired, contracted for, or issued a purchase order for
the equipment.  Disbursement of the loan shall be in the form
of a warrant payable either to the local fire department and
the vendor or vendors supplying the equipment or repair ser-
vices, or solely to the vendor or vendors, or, with the approval
of the fire marshal, solely to the local fire department receiv-
ing the loan.

55.206(6)  A local fire department is eligible for only one
loan during any five-year period, or for the duration of an ex-
isting loan from this program, whichever is longer.

55.206(7)  A local fire department that has been in default
on a loan is not eligible for additional loans through this pro-
gram for a period of two years beyond the time specified in
subrule 55.206(6).  Any prior history of defaulting on a loan
from the revolving loan fund will be taken into account in
evaluating a department’s ability to repay a loan, pursuant to
subrule 55.204(3), paragraph “b.”

55.206(8)  A local fire department receiving a loan is sub-
ject to a financial audit and any operational or program audits
necessary to verify compliance with any requirements or
conditions of the loan.

661—55.207(80GA,ch177)  Loan origination fee and re-
payment schedule.

55.207(1)  Each approved loan shall carry an origination
fee of 1 percent of the loan amount, which shall be withheld
by the fire service training bureau from the original payout of
the loan.

55.207(2)  A repayment schedule for each loan shall be es-
tablished at the time the loan is awarded, with a minimum of
two payments per year for the duration of the loan.  General-
ly, loans of $50,000 or less shall be repaid within a five-year
period, and loans of more than $50,000 shall be repaid within
a ten-year period, although the fire marshal may allow varia-
tions for good cause.  There will be no penalty for early pay-
ment.  Each payment shall be by warrant, check, or money
order made payable to Fire Service Training Bureau, Iowa
Department of Public Safety, and shall be clearly marked
“Repayment of Loan from Fire Fighting Equipment Revolv-
ing Loan Fund.”

55.207(3)  During any period when a loan is in default, there
shall be a penalty of 1.5 percent of the remaining unpaid prin-
cipal of the loan per month added to the amount of the loan.

These rules are intended to implement 2003 Iowa Acts,
chapter 177, section 11.

REVENUE DEPARTMENT
Notice of Electric and Natural Gas Delivery Tax Rates

and Municipal Electric and Natural Gas Transfer
Replacement Tax Rates

for Each Competitive Service Area

Pursuant to the authority of Iowa Code sections 437A.4
and 437A.5, the Director of Revenue hereby gives notice of
the electric delivery tax rate, the municipal electric transfer
replacement tax rate, the natural gas delivery tax rate, and the
municipal natural gas transfer replacement tax rate for each
competitive service area in the state.  These rates will be used
in conjunction with the number of kilowatt hours of electric-
ity and the number of therms of natural gas delivered to con-
sumers in calendar year 2003 by each taxpayer to determine
the tax due for each taxpayer in the 2004-2005 fiscal year.

2003 ELECTRIC DELIVERY TAX RATES
BY SERVICE AREA

CO. # MUNICIPAL ELECTRICS
DELIVERY
TAX RATE

3226 Akron Municipal Utilities 0.00006592
3201 Algona Municipal Utilities 0.00027701
3205 Alta Municipal Power Plant 0.00009747
3069 Alta Vista Municipal Utilities 0.00000000
3070 Alton Municipal Light & Power 0.00000000
3207 Ames Municipal Electric System 0.00000094
3071 Anita Municipal Utilities 0.00000000
3227 Anthon Municipal Electric Utility 0.00013586
3209 Atlantic Municipal Utilities 0.00024840
3073 Auburn Municipal Utility 0.00000000
3074 Aurelia Mun. Electric Utility 0.00010262
3211 Bancroft Municipal Utilities 0.00089101
3213 Bellevue Municipal Utilities 0.00009854
3228 Bigelow Municipal Electric Utility 0.00220760
3229 Bloomfield Municipal Electric Utility 0.00002962
3075 Breda Mun. Electric System 0.00000000
3076 Brooklyn Municipal Utilities 0.00165903
3216 Buffalo Municipal Electric System 0.00000306
3217 Burt Municipal Electric Utility 0.00000190
3077 Callendar Electric 0.00000000
3078 Carlisle Municipal Utilities 0.00000000
3079 Cascade Municipal Utilities 0.00139652
3221 Cedar Falls Municipal Elec. Utility 0.00033402
3068 City of Afton 0.00000000
3072 City of Aplington 0.00000000
3082 City of Dike 0.00000000
3088 City of Estherville 0.00000000
3089 City of Fairbank 0.00000000
3090 City of Farnhamville 0.00000000
3230 City of Fredericksburg 0.00000326
3106 City of Larchwood 0.00000000
3107 City of Lawler 0.00000000
3108 City of Lehigh 0.00000000
3113 City of Marathon 0.00000000
3311 City of Pella 0.00007160
3125 City of Renwick 0.00000000
3129 City of Sergeant Bluff 0.00000000
3139 City of Westfield 0.00000000
3143 City of Woolstock 0.00000000
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3236 Coggon Municipal Light Plant 0.00005311
3237 Coon Rapids Municipal Utilities 0.00042603
3242 Corning Municipal Utilities 0.00033130
3080 Corwith Municipal Utilities 0.00000000
3243 Danville Municipal Electric Utility 0.00000386
3081 Dayton Light & Power 0.00000000
3244 Denison Municipal Utilities 0.00001109
3245 Denver Municipal Electric Utility 0.00006110
3083 Durant Municipal Electric Plant 0.00000000
3084 Dysart Municipal Utilities 0.00000000
3085 Earlville Municipal Utilities 0.00118909
3087 Ellsworth Municipal Utilities 0.00000000
3091 Fonda Municipal Electric 0.00000000
3252 Fontanelle Municipal Utilities 0.00036448
3092 Forest City Municipal Utilities 0.00000000
3231 Glidden Municipal Electric Utility 0.00000198
3093 Gowrie Municipal Utilities 0.00161035
3256 Graettinger Municipal Light Plant 0.00028571
3094 Grafton Municipal Utilities 0.00000000
3258 Grand Junction Municipal Utilities 0.00000477
3095 Greenfield Municipal Utilities 0.00119687
3096 Grundy Center Light & Power 0.00022173
3232 Guttenberg Municipal Electric 0.00002873
3263 Harlan Municipal Utilities 0.00137185
3097 Hartley Municipal Utilities 0.00000000
3098 Hawarden Municipal Utility 0.00000000
3099 Hinton Municipal Electric/Water 0.00010473
3267 Hopkinton Municipal Utilities 0.00000806
3100 Hudson Municipal Utilities 0.00000000
3101 Independence Light & Power 0.00000000
3271 Indianola Municipal Utilities 0.00000787
3102 Keosauqua Light & Power 0.00000000
3103 Kimballton Municipal Utilities 0.00000000
3104 Lake Mills Municipal Utilities 0.00000000
3105 Lake Park Municipal Utilities 0.00000000
3233 Lake View Municipal Utilities 0.00016863
3274 Lamoni Municipal Utilities 0.00147144
3276 LaPorte City Utilities 0.00000909
3277 Laurens Municipal Utilities 0.00034020
3109 Lenox Mun. Light & Power 0.00044973
3110 Livermore Municipal Utilities 0.00000000
3111 Long Grove Mun. Elec./Water 0.00000000
3282 Manilla Municipal Elec. Utilities 0.00010590
3112 Manning Municipal Electric 0.00026825
3284 Mapleton Municipal Utilities 0.00009672
3285 Maquoketa Municipal Electric 0.00004645
3288 McGregor Municipal Utilities 0.00000795
3291 Milford Municipal Utilities 0.00016799
3114 Montezuma Municipal Light & Power 0.00000000
3115 Mount Pleasant Municipal Utilities 0.00000000
3293 Muscatine Municipal Utilities 0.00009555
3116 Neola Light & Water System 0.00000000
3297 New Hampton Municipal Light Plant 0.00010408
3298 New London Municipal Utility 0.00052973
3304 Ogden Municipal Utilities 0.00006342
3234 Onawa Municipal Utilities 0.00010932
3117 Orange City Municipal Utilities 0.00000000
3118 Orient Municipal Utilities 0.00000000

3307 Osage Municipal Utilities 0.00005051
3309 Panora Municipal Electric Utility 0.00008391
3119 Paton Municipal Utilities 0.00000000
3120 Paullina Municipal Utilities 0.00000000
3121 Pocahontas Municipal Utilities 0.00000000
3122 Preston Municipal Utilities 0.00000000
3315 Primghar Municipal Light Plant 0.00001904
3123 Readlyn Municipal Utilities 0.00000000
3124 Remsen Municipal Utilities 0.00000000
3318 Rock Rapids Municipal Utilities 0.00000479
3126 Rockford Municipal Light Plant 0.00000000
3127 Sabula Municipal Utilities 0.00000000
3128 Sanborn Municipal Light & Plant 0.00000000
3130 Shelby Municipal Utilities 0.00000000
3131 Sibley Municipal Utilities 0.00000000
3321 Sioux Center Municipal Utilities 0.00000106
3323 Southern Minnesota Mun. Power 0.00000000
3324 Spencer Municipal Utilities 0.00010190
3132 Stanhope Municipal Utilities 0.00000000
3360 Stanton Municipal Utilities 0.00000000
3326 State Center Municipal Light Plant 0.00034380
3327 Story City Municipal Electric Utility 0.00011463
3134 Stratford Municipal Utilities 0.00000000
3135 Strawberry Point Electric Utility 0.00000000
3136 Stuart Municipal Utilities 0.00128625
3328 Sumner Municipal Light Plant 0.00021044
3330 Tipton Municipal Utilities 0.00149179
3332 Traer Municipal Utilities 0.00053159
3337 Villisca Municipal Power Plant 0.00020736
3137 Vinton Municipal Utilities 0.00000000
3138 Wall Lake Municipal Utilities 0.00000000
3338 Waverly Light & Power 0.00077560
3342 Webster City Municipal Utilities 0.00033602
3345 West Bend Municipal Power Plant 0.00089368
3346 West Liberty Municipal Electric Util. 0.00000634
3347 West Point Municipal Utility System 0.00009639
3140 Whittemore Municipal Utilities 0.00000000
3141 Wilton Muncipal Light & Power 0.00000000
3351 Winterset Municipal Utilities 0.00147298
3142 Woodbine Municipal Utilities 0.00000000

CO. # IOU’s - ELECTRIC
DELIVERY
TAX RATE

7206 Amana Society Service Co. 0.00049316
7248 Eldridge Electric & Water Utilities 0.00071007
7354 Geneseo Municipal Utilities 0.00000000
7270 IES Utilities 0.00237888
7272 Interstate Power 0.00104147
7289 MidAmerican Energy 0.00264702
7296 Nebraska Public Power District 0.00000000
7302 Northwestern Public Energy 0.00000000
7305 Omaha Public Power District 0.00138441
7334 Union Electric 0.00000000

CO. # REC’s
DELIVERY
TAX RATE

4319 Access Energy Coop 0.00082171
4203 Allamakee Clayton Electric Coop 0.00093586
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4208 Atchison-Holt Electric Coop 0.00093207
4214 Boone Valley Electric Coop 0.00090381
4218 Butler County REC 0.00136469
4219 Calhoun County Electric Coop 0.00144773
4220 Cass Electric Coop 0.00004637
4224 Central Iowa Power Coop 0.00000000
4225 Chariton Valley Electric Coop 0.00116694
4235 Clarke Electric Coop 0.00281990
4287 Consumers Energy 0.00221059
4240 Corn Belt Power Coop 0.00000000
4246 East-Central Iowa REC 0.00234065
4247 Eastern Iowa Light & Power 0.00072817
4250 Farmers Electric Coop - Greenfield 0.00237767
4249 Farmers Electric Coop - Kalona 0.00043783
4251 Federated Rural Electric Association 0.00050763
4253 Franklin Rural Electric Coop 0.00080054
4254 Freeborn-Mower Cooperative 0.00101413
4255 Glidden Rural Electric Coop 0.00092769
4259 Grundy County REC 0.00064887
4260 Grundy Electric Cooperative 0.00055899
4261 Guthrie County REC 0.00233312
4262 Hancock Co. REC 0.00129269
4265 Harrison County REC 0.00136127
4266 Hawkeye Tri-County Electric Coop 0.00076862
4223 Heartland Power Coop 0.00071699
4268 Humboldt County REC 0.00099957
4273 Iowa Lakes Electric Coop 0.00095406
4279 Linn County REC 0.00176883
4280 Lyon Rural Electric Coop 0.00073567
4286 Maquoketa Valley Electric Coop 0.00221262
4290 Midland Power Cooperative 0.00199265
4299 Nishnabotna Valley REC 0.00086586
4300 North West Rural Electric Coop 0.00058761
4301 Northwest Iowa Power Coop 0.00000000
4308 Osceola Electric Coop 0.00048395
4310 Pella Cooperative Electric 0.00194961
4313 Pleasant Hill Community Line 0.00028530
4316 Rideta Electric Coop 0.00292371
4320 Sac County Rural Electric Coop 0.00110413
4322 Southern Iowa Electric Coop 0.00152198
4200 Southwest Iowa Service Coop 0.00289110
4329 T.I.P. Rural Electric Coop 0.00217871
4333 Tri County Electric Coop 0.00130837
4336 United Electric Coop 0.00112324
4348 Western Iowa Power Coop 0.00098068
4352 Woodbury County REC 0.00120010
4353 Wright Co. REC 0.00057544

2003 MUNICIPAL ELECTRIC
TRANSFER REPLACEMENT TAX RATES

CO. # COMPANY

REPLACE-
MENT TAX

RATE
3226 Akron Municipal Utilities 0.00344517
3201 Algona Municipal Utilities 0.00177990
3205 Alta Municipal Power Plant 0.00170097
3069 Alta Vista Municipal Utilities 0.00000000

3070 Alton Municipal Light & Power 0.00114694
3207 Ames Municipal Electric System 0.00215021
3071 Anita Municipal Utilities 0.00073975
3227 Anthon Municipal Electric Utility 0.00368980
3209 Atlantic Municipal Utilities 0.00216825
3073 Auburn Municipal Utility 0.01597148
3074 Aurelia Municipal Electric Utility 0.00117232
3211 Bancroft Municipal Utilities 0.00643717
3213 Bellevue Municipal Utilities *
3229 Bloomfield Municipal Electric Utility 0.01322858
3075 Breda Municipal Electric System 0.00000000
3076 Brooklyn Municipal Utilities 0.00000000
3216 Buffalo Municipal Electric System 0.00000000
3217 Burt Municipal Electric Utility 0.00228343
3077 Callendar Electric *
3078 Carlisle Municipal Utilities 0.00042123
3079 Cascade Municipal Utilities 0.00000000
3221 Cedar Falls Mun. Electric Utility 0.00303636
3068 City of Afton 0.00639414
3072 City of Aplington 0.00850561
3082 City of Dike 0.00999195
3088 City of Estherville 0.01216058
3089 City of Fairbank 0.00416841
3090 City of Farnhamville 0.00000000
3230 City of Fredericksburg 0.00639486
3106 City of Larchwood 0.00000000
3107 City of Lawler 0.00752243
3108 City of Lehigh 0.00290115
3113 City of Marathon 0.00186832
3311 City of Pella 0.00315702
3125 City of Renwick *
3129 City of Sergeant Bluff *
3139 City of Westfield 0.00959230
3143 City of Woolstock 0.00000000
3236 Coggon Municipal Light Plant 0.00000000
3237 Coon Rapids Municipal Utilities 0.00238174
3242 Corning Municipal Utilities 0.00000000
3080 Corwith Municipal Utilities 0.00000000
3243 Danville Municipal Electric Utility 0.00000000
3081 Dayton Light & Power 0.00189488
3244 Denison Municipal Utilities 0.00140304
3245 Denver Municipal Electric Utility 0.00655594
3083 Durant Municipal Electric Plant 0.00000000
3084 Dysart Municipal Utilities 0.00513711
3085 Earlville Municipal Utilities *
3086 Eldridge Electric & Water Utility *
3087 Ellsworth Municipal Utilities 0.00355613
3091 Fonda Municipal Electric 0.01247665
3252 Fontanelle Municipal Utilities 0.00167704
3092 Forest City Municipal Utilities 0.00204380
3231 Glidden Municipal Electric Utility 0.01142498
3093 Gowrie Municipal Utilities 0.00000000
3256 Graettinger Municipal Light Plant 0.00116031
3094 Grafton Municipal Utilities 0.02049278
3258 Grand Junction Municipal Utilities 0.00093231
3095 Greenfield Municipal Utilities 0.00269710
3096 Grundy Center Light & Power 0.00140779
3232 Guttenberg Municipal Electric 0.00578166
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3263 Harlan Municipal Utilities 0.00261896
3097 Hartley Municipal Utilities 0.00017897
3098 Hawarden Municipal Utility 0.01118444
3099 Hinton Municipal Electric/Water 0.00062800
3267 Hopkinton Municipal Utilities 0.00000000
3100 Hudson Municipal Utilities 0.01887585
3101 Independence Light & Power 0.00198274
3271 Indianola Municipal Utilities 0.00178981
3102 Keosauqua Light & Power 0.00000000
3103 Kimballton Municipal Utilities 0.00000000
3104 Lake Mills Municipal Utilities 0.00302460
3105 Lake Park Municipal Utilities 0.00148593
3233 Lake View Municipal Utilities 0.00732674
3274 Lamoni Municipal Utilities 0.00208855
3276 LaPorte City Utilities 0.00094890
3277 Laurens Municipal Utilities 0.00438786
3109 Lenox Municipal Light & Power 0.00032065
3110 Livermore Municipal Utilities 0.00613298
3111 Long Grove Mun. Elec./Water 0.00000000
3282 Manilla Municipal Elec. Utilities 0.00127104
3112 Manning Municipal Electric 0.00057285
3284 Mapleton Municipal Utilities 0.00290129
3285 Maquoketa Municipal Electric 0.00124273
3288 McGregor Municipal Utilities 0.00226946
3291 Milford Municipal Utilities 0.00000000
3114 Montezuma Municipal Light & Power 0.00167895
3115 Mount Pleasant Municipal Utilities 0.00011303
3293 Muscatine Municipal Utilities 0.00000000
3116 Neola Light & Water System 0.00000000
3297 New Hampton Municipal Light Plant 0.00204164
3298 New London Municipal Utility 0.00198111
3304 Ogden Municipal Utilities 0.00188177
3234 Onawa Municipal Utilities 0.00187049
3117 Orange City Municipal Utilities 0.00087103
3118 Orient Municipal Utilities 0.00000000
3307 Osage Municipal Utilities 0.00054353
3309 Panora Municipal Electric Utility 0.00491598
3119 Paton Municipal Utilities 0.00203746
3120 Paullina Municipal Utilities 0.01192334
3121 Pocahontas Municipal Utilities 0.00733720
3122 Preston Municipal Utilities 0.05393288
3315 Primghar Municipal Light Plant 0.00327457
3123 Readlyn Municipal Utilities 0.00000000
3124 Remsen Municipal Utilities 0.00261246
3318 Rock Rapids Municipal Utilities 0.00362264
3126 Rockford Municipal Light Plant 0.00000000
3127 Sabula Municipal Utilities 0.00096055
3128 Sanborn Municipal Light & Plant 0.00574835
3130 Shelby Municipal Utilities *
3131 Sibley Municipal Utilities 0.00902583
3321 Sioux Center Municipal Utilities 0.00221456
3324 Spencer Municipal Utilities 0.00320303
3132 Stanhope Municipal Utilities 0.01687901
3133 Stanton Municipal Utilities 0.00086617
3326 State Center Municipal Light Plant 0.00013550
3327 Story City Municipal Electric Utility *
3134 Stratford Municipal Utilities 0.00000000
3135 Strawberry Point Electric Utility 0.00205768

3136 Stuart Municipal Utilities 0.00169089
3328 Sumner Municipal Light Plant 0.00100714
3330 Tipton Municipal Utilities *
3332 Traer Municipal Utilities 0.00161536
3337 Villisca Municipal Power Plant 0.00000000
3137 Vinton Municipal Utilities 0.00507743
3138 Wall Lake Municipal Utilities 0.00746368
3338 Waverly Light & Power 0.00464899
3342 Webster City Municipal Utilities 0.00128453
3345 West Bend Municipal Power Plant 0.00240726
3346 West Liberty Municipal Electric Util. *
3347 West Point Municipal Utility System 0.00000000
3140 Whittemore Municipal Utilities *
3141 Wilton Muncipal Light & Power 0.00000000
3351 Winterset Municipal Utilities 0.00000000
3142 Woodbine Municipal Utilities 0.00040339

*  No rate provided to the Department by the Municipal

2003 NATURAL GAS DELIVERY TAX RATES
BY SERVICE AREA

CO. # MUNICIPAL GAS
DELIVERY
TAX RATE

5021 Bedford Municipal Gas 0.00000000
5215 Brighton Gas 0.06591442
5023 Brooklyn Municipal Gas 0.00000000
5024 Cascade Municipal Gas 0.00000000
5025 Cedar Falls Municipal Gas 0.00000000
5022 City of Bloomfield 0.00000000
5026 City of Clearfield 0.00000000
5028 City of Everly 0.00000000
5029 City of Fairbank 0.00000000
5238 Coon Rapids Municipal Gas 0.00002413
5241 Corning Municipal Gas 0.00000108
5027 Emmetsburg Municipal Gas 0.00000000
5030 Gilmore City Municipal Gas 0.00000000
5031 Graettinger Municipal Gas 0.00000000
5032 Guthrie Center Municipal Gas 0.00000000
5033 Harlan Municipal Gas 0.00000000
5034 Hartley Municipal Gas 0.00000000
5035 Hawarden Municipal Gas 0.00000000
5036 Lake Park Municipal Gas 0.00000000
5275 Lamoni Municipal Gas 0.00093091
5037 Lenox Municipal Gas 0.00000000
5038 Lineville City Natural Gas 0.00000000
5039 Lorimor Municipal Gas 0.00000000
5281 Manilla Municipal Gas 0.00371648
5283 Manning Municipal Gas 0.00019155
5040 Montezuma Natural Gas 0.00000000
5041 Morning Sun Municipal Gas 0.00000000
5042 Moulton Municipal Gas 0.00000000
5306 Osage Municipal Gas 0.00003376
5043 Prescott Municipal Gas 0.00000000
5044 Preston Municipal Gas 0.00000000
5055 Remsen Municipal Gas 0.00000000
5317 Rock Rapids Municipal Gas 0.00007706
5056 Rolfe Municipal Gas 0.00000000
5057 Sabula Municipal Gas 0.00000000
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5058 Sac City Municipal Gas 0.00000000
5059 Sanborn Municipal Gas 0.00000000
5060 Sioux Center Municipal Gas 0.00000000
5061 Tipton Municipal Gas 0.00000000
5063 Waukee Municipal Gas 0.00000000
5340 Wayland Municipal Gas 0.00307740
5064 Wellman Municipal Gas 0.00000000
5344 West Bend Municipal Gas 0.00002165
5065 Whittemore Municipal Gas 0.00000000
5349 Winfield Municipal Gas 0.00046157
5066 Woodbine Gas 0.00000000

CO. # IOU’s - GAS
DELIVERY
TAX RATE

5204 Allerton Gas 0.01588131
5270 IES Utilities 0.01204344
5272 Interstate Power 0.01839562
5289 MidAmerican Energy 0.01103529
5312 Peoples Natural Gas 0.00927983
5335 United Cities Gas 0.00647805

2003 MUNICIPAL NATURAL GAS TRANSFER
REPLACEMENT TAX RATES

CO. # COMPANY

REPLACE-
MENT TAX

RATE
5021 Bedford Municipal Gas 0.07690455
5215 Brighton Gas 0.00000000
5023 Brooklyn Municipal Gas 0.00000000
5024 Cascade Municipal Gas 0.00000000
5025 Cedar Falls Municipal Gas 0.00909786
5022 City of Bloomfield 0.01327516
5026 City of Clearfield 0.00000000
5028 City of Everly *
5029 City of Fairbank 0.00000000
5238 Coon Rapids Municipal Gas 0.00195837
5241 Corning Municipal Gas 0.00000000
5027 Emmetsburg Municipal Gas 0.02973221
5030 Gilmore City Municipal Gas 0.00000000
5031 Graettinger Municipal Gas 0.06964485
5032 Guthrie Center Municipal Gas 0.00000000
5033 Harlan Municipal Gas 0.00694399
5034 Hartley Municipal Gas 0.00250246
5035 Hawarden Municipal Gas 0.14169664
5036 Lake Park Municipal Gas 0.00485206
5275 Lamoni Municipal Gas 0.00573554
5037 Lenox Municipal Gas 0.37127841
5038 Lineville City Natural Gas 0.00000000
5039 Lorimor Municipal Gas 0.00774948
5281 Manilla Municipal Gas 0.11548593
5283 Manning Municipal Gas 0.02756740
5040 Montezuma Natural Gas 0.00000000
5041 Morning Sun Municipal Gas 0.00000000
5042 Moulton Municipal Gas 0.09944916
5306 Osage Municipal Gas 0.01226936
5043 Prescott Municipal Gas 0.00000000
5044 Preston Municipal Gas 0.22444812

5055 Remsen Municipal Gas 0.03432498
5317 Rock Rapids Municipal Gas 0.00901858
5056 Rolfe Municipal Gas 0.06793478
5057 Sabula Municipal Gas 0.00846684
5058 Sac City Municipal Gas 0.05006287
5059 Sanborn Municipal Gas 0.03182530
5060 Sioux Center Municipal Gas 0.00995691
5061 Tipton Municipal Gas *
5067 Wall Lake Municipal Gas 0.00000000
5063 Waukee Municipal Gas 0.01317245
5340 Wayland Municipal Gas 0.00000000
5064 Wellman Municipal Gas 0.01975359
5344 West Bend Municipal Gas 0.02796514
5065 Whittemore Municipal Gas *
5349 Winfield Municipal Gas 0.00000000
5066 Woodbine Gas 0.04385916

*  No rate provided to the Department by the Municipal

ARC 3061B

REVENUE DEPARTMENT[701]
Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code sections 421.14
and 422.68, the Department of Revenue hereby gives Notice
of Intended Action to amend Chapter 38, “Administration,”
Chapter 39, “Filing Return and Payment of Tax,” Chapter 40,
“Determination of Net Income,” Chapter 41, “Determination
of Taxable Income,” Chapter 42, “Adjustments to Computed
Tax,” Chapter 43, “Assessments and Refunds,” Chapter 46,
“Withholding,” Chapter 50, “Apportionment of Income for
Resident Shareholders of S Corporations,” Chapter 52, “Fil-
ing Returns, Payment of Tax and Penalty and Interest,”
Chapter 53, “Determination of Net Income,” Chapter 54,
“Allocation and Apportionment,” Chapter 59, “Determina-
tion of Net Income,” and Chapter 89, “Fiduciary Income
Tax,” Iowa Administrative Code.

These proposed amendments clarify existing rules, re-
move obsolete rules or rule provisions, and correct refer-
ences to Department organization.  These amendments are
proposed to clean up these existing rules.

Item 1 amends rule 701—38.8(422) to reflect the proper
delegation by the Director related to audits and examina-
tions.

Item 2 amends paragraph 39.6(2)“f” to eliminate a cross
reference to a rule which is rescinded under Item 5.

Item 3 amends rule 701—40.1(422) to correct an incorrect
cross reference.

Item 4 amends subparagraph 40.18(1)“a”(1) to eliminate a
reference to a Revenue Ruling which has been revoked.

Item 5 rescinds rule 701—40.28(422), which is an obso-
lete rule regarding losses from passive farming activities.
This rule only covered tax year 1986.

Item 6 amends rule 701—41.3(422) to clarify how the fed-
eral tax deduction and federal refund should be computed
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when refundable federal income tax credits, such as the
earned income tax credit and the motor vehicle fuel tax cred-
it, reduce the federal tax liability.

Item 7 rescinds rule 701—42.10(422), which is an obso-
lete rule regarding a seed capital income tax credit.  This
credit is no longer applicable.

Items 8, 9 and 10 amend 43.3(1), 46.3(2)“a” and 46.4(5),
respectively, to correct outdated departmental organization
references brought about by reorganization.

Item 11 amends rule 701—50.3(422) to clarify what is
considered a distribution for purposes of the apportionment
of income for resident shareholders of S corporations.

Item 12 amends subrule 52.1(3) to correct a reference to a
court case.

Item 13 amends rule 701—52.12(422) to clarify the se-
quence of tax credits to be taken.

Item 14 amends subparagraph 53.2(1)“a”(1) to eliminate a
reference to a Revenue Ruling which has been revoked.

Item 15 amends rule 701—53.19(422) to correct a refer-
ence to a court case.

Items 16 and 17 amend subrule 54.6(3) to clarify what is
considered a financial organization and to clarify how in-
come from a financial organization should be sourced.

Item 18 amends rule 701—59.1(422) to correct an incor-
rect cross reference.

Items 19 and 20 amend paragraphs 89.8(7)“t” and
89.8(8)“c,” respectively, to correct two cross references.

The proposed amendments will not necessitate additional
expenditures by political subdivisions or agencies and enti-
ties which contract with political subdivisions.

Any person who believes that the application of the discre-
tionary provisions of these amendments would result in hard-
ship or injustice to that person may petition the Department
for a waiver of the discretionary provisions, if any.

The Department has determined that these proposed
amendments may have an impact on small business.  The De-
partment has considered the factors listed in Iowa Code sec-
tion 17A.4A.  The Department will issue a regulatory analy-
sis as provided in Iowa Code section 17A.4A if a written re-
quest is filed by delivery or by mailing postmarked no later
than January 26, 2004, to the Policy Section, Compliance Di-
vision, Department of Revenue, Hoover State Office Build-
ing, P.O. Box 10457, Des Moines, Iowa 50306.  The request
may be made by the Administrative Rules Review Commit-
tee, the Administrative Rules Coordinator, at least 25 persons
signing that request who each qualify as a small business or
an organization representing at least 25 such persons.

Any interested person may make written suggestions or
comments on these proposed amendments on or before Janu-
ary 13, 2004.  Such written comments should be directed to
the Policy Section, Compliance Division, Department of
Revenue, Hoover State Office Building, P.O. Box 10457,
Des Moines, Iowa 50306.

Persons who want to convey their views orally should
contact the Policy Section, Compliance Division, Depart-
ment of Revenue, at (515)281-8036 or at the Department of
Revenue offices on the fourth floor of the Hoover State Of-
fice Building.

Requests for a public hearing must be received by January
16, 2004.

These amendments are intended to implement Iowa Code
chapter 422.

The following amendments are proposed.

ITEM 1.  Amend rule 701—38.8(422) as follows:

701—38.8(422)  Delegations to audit and examine.  Pur-
suant to statutory authority, the director delegates to the direc-
tor of the audit and compliance division authorized assistants
and employees the power to examine returns and make audits;
and to determine the correct amount of tax due, subject to re-
view by or appeal to the director.  The power so delegated may
further be delegated by the director of the audit and com-
pliance division to auditors, agents, examiners, clerks, and
employees of the audit and compliance division as the direc-
tor shall designate.

This rule is intended to implement Iowa Code section
422.70.

ITEM 2.  Amend subrule 39.6(2), paragraph “f,” second
unnumbered paragraph, as follows:

A loss incurred from a farming business, as defined in Sec-
tion 464(e) of the Internal Revenue Code, will not be consid-
ered for purposes of this paragraph to the extent that the loss
is used in computing net income under Iowa Code section
422.7 and in rule 701—40.28(422).

ITEM 3.  Amend rule 701—40.1(422) as follows:

701—40.1(422)  Net income defined.  Net income for state
individual income tax purposes shall mean federal adjusted
gross income as properly computed under the Internal Reve-
nue Code and shall include the adjustments in 40.2(422) to
40.10(422).  The remaining provisions of this rule and
40.12(422) to 40.37 64(422) shall also be applicable in deter-
mining net income.

This rule is intended to implement Iowa Code section
422.7.

ITEM 4.  Amend subrule 40.18(1), paragraph “a,” sub-
paragraph (1), as follows:

(1) Accrual basis taxpayers shall accrue refunds of feder-
al income taxes to the year in which the net operating loss oc-
curs.  See Revenue Ruling 69-372 for similar federal treat-
ment of state income tax.

ITEM 5.  Rescind and reserve rule 701—40.28(422).

ITEM 6.  Amend rule 701—41.3(422) as follows:
Amend the introductory paragraph and numbered para-

graphs “1” to “4” as follows:
701—41.3(422)  Federal income tax deduction and federal
refund.  Federal income taxes paid or accrued during the tax
year are a permissible deduction for Iowa income tax pur-
poses, adjusted by any federal income tax refunds.  Taxpayers
who are not on an accrual basis of accounting shall deduct
their federal income taxes in the year paid.  Deductible federal
income taxes for cash basis taxpayers shall include:

41.3(1)  Federal income tax deduction.  The federal in-
come tax deduction for cash basis taxpayers equals the sum
of the following:

1 a. The entire amount of federal income tax withheld
during the taxable year from compensation of the taxpayer.
The actual federal income tax withheld from wages earned
by either spouse or both spouses must be deducted by each in
accordance with wage statement(s) and may not be prorated
between the spouses.

2 b. Tax paid at any time during the taxable year on a fil-
ing of federal estimated tax or on any amendment to such fil-
ing.  Where a husband and wife file separate Iowa returns or
separately on a combined Iowa return, the federal estimated
tax payments made in the tax year shall be prorated between
the spouses by the ratio of each spouse’s income not subject
to withholding to the total income not subject to withholding
of both spouses, including the federal estimated tax payment
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made in January of the tax year which was made for the prior
tax year.  If an estimated tax payment or portion of the pay-
ment is made for self-employment tax, then the spouse that
who has earned the self-employment income shall report the
amount of estimated tax designated as self-employment tax.
The federal tax deduction for the tax year does not include the
self-employment tax paid through the federal estimated pay-
ments made in the tax year.  However, one-half of the self-
employment tax paid in the tax year is deductible in comput-
ing federal adjusted gross income pursuant to Section 164(f)
of the Internal Revenue Code so this self-employment tax is
also deductible in computing net income.

3 c. Any additional federal tax on a prior federal return
paid during the taxable year.  Where a husband and wife file
separately or separately on a combined Iowa return, addition-
al federal tax paid shall be prorated between the spouses by
the ratio of net income reported by each spouse to total net
income of both spouses in the year for which the additional
federal tax was paid.  If additional federal tax paid includes
federal self-employment tax, then that amount of self-
employment tax shall be deducted by the spouse that who
earned the self-employment income.

d. The earned income credit computed under Section 32
of the Internal Revenue Code and the additional child care
credit computed under Section 24(d) of the Internal Revenue
Code, to the extent that these credits reduce the federal in-
come tax liability on the prior federal return filed during the
taxable year.  Where a husband and wife file separately or
separately on a combined Iowa return, the earned income
credit and the additional child care credit shall be prorated
between the spouses by the ratio of net income reported by
each spouse to total net income of both spouses in the year for
which these credits were claimed.

EXAMPLE:  Individual A filed a 2003 federal income tax re-
turn reporting a tax liability of $2,000.  Individual A had
$500 of federal income tax withheld and $2,500 of earned in-
come credit.  Individual A can deduct $500 as a federal in-
come tax deduction on the Iowa return for 2003 and $1,500
as a federal tax deduction on the Iowa return for 2004, since
the federal tax deduction is limited to the extent it reduced the
federal income tax liability.

e. The motor vehicle fuel tax credit computed under Sec-
tion 34 of the Internal Revenue Code for the taxable year.
Where a husband and wife file separately or separately on a
combined Iowa return, the motor vehicle fuel tax credit shall
be prorated between the spouses by the ratio of net income
reported by each spouse to total net income of both spouses in
the year for which these credits were claimed.

EXAMPLE:  Individual B filed a 2003 federal income tax re-
turn reporting a tax liability of $1,500.  Individual B paid
$1,000 in federal estimated tax during 2003 and claimed a
$400 motor vehicle fuel tax credit on the 2003 federal return.
Individual B can deduct $1,400 as a federal income tax de-
duction on the Iowa return for 2003.

41.3(2)  Federal income tax refunds.
 4  a. Any refund of federal income tax received during

the taxable year must be used to reduce the amount deducted
for federal income tax to the extent the refunded amount was
deducted on the Iowa return in a prior year.  When a husband
and wife file separately or separately on a combined Iowa re-
turn, the federal income tax refund to be reported shall be
prorated between the spouses by the ratio of net income re-
ported by each spouse to total net income reported by both
spouses.  If an amount of self-employment tax is required to
be added back to Iowa net income, then the spouse that who
earned the self-employment income which generated the

self-employment tax shall report that amount as an addition
to net income.

b. Any portion of the federal refund received due to the
earned income credit computed under Section 32 of the Inter-
nal Revenue Code or the additional child care credit com-
puted under Section 24(d) of the Internal Revenue Code does
not have to be reported on the Iowa return.  However, any
portion of the federal refund received due to the motor ve-
hicle fuel tax credit computed under Section 34 of the Inter-
nal Revenue Code does have to be reported on the Iowa re-
turn.

EXAMPLE 1: Individual A filed a 2003 federal income tax
return reporting a tax liability of $2,000.  Individual A had
$500 of federal income tax withheld and $2,500 of earned in-
come credit and received a federal income tax refund of
$1,000 after filing the return in 2004.  Individual A does not
have to report the $1,000 federal refund on the Iowa return
for 2004, since the refund resulted from the earned income
credit.

EXAMPLE 2: Individual B filed a 2003 federal income tax
return reporting a tax liability of $500.  Individual B had
$1,000 of federal income tax withheld and $1,000 of earned
income credit and received a federal income tax refund of
$1,500 after filing the return in 2004.  Individual A must re-
port a $500 federal refund on the Iowa return for 2004, since
the portion of the refund relating to the earned income credit
does not have to be reported.

EXAMPLE 3:  Individual C filed a 2003 federal income tax
return reporting a tax liability of $1,000.  Individual C paid
$900 in federal estimated tax and claimed a $400 federal mo-
tor vehicle fuel tax credit and received a federal refund of
$300 after filing the return in 2004.  Individual C must report
the $300 federal refund on the Iowa return for 2004, since the
refund resulted from the motor vehicle fuel tax credit.

Renumber existing subrules 41.3(1) through 41.3(4) as
41.3(3) through 41.3(6).

ITEM 7.  Rescind and reserve rule 701—42.10(422).

ITEM 8.  Amend subrule 43.1(1) as follows:
43.1(1)  Notice of adjustments.  An agent, auditor, clerk or

A department employee of the audit and compliance divi-
sion, designated by the director of the division to examine re-
turns and make audits, who discovers discrepancies in re-
turns or learns that the income of the taxpayer may not have
been listed, in whole or in part, or that no return was filed
when one was due, is authorized to notify the taxpayer of this
discovery by ordinary mail.  Such The notice shall not be
termed an assessment., and It it may inform the taxpayer
what amount would be due if the information discovered is
correct.

ITEM 9.  Amend subrule 46.3(2), paragraph “a,” third
and fourth unnumbered paragraphs, as follows:

Employers are required to submit withholding certificates
on at least a calendar quarter basis to the following address:

Iowa Department of Revenue and Finance
Audit and Compliance Division
Hoover State Office Building
P.O. Box 10456
Des Moines, Iowa 50306

ITEM 10.  Amend subrule 46.4(5), last unnumbered para-
graph, as follows:

Applications for exemption from withholding for nonresi-
dent employees engaged in film production or television pro-
duction should be directed to the Taxpayer Services Section,
Technical Services  Compliance Division, Iowa Department
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of Revenue and Finance, Hoover State Office Building, P.O.
Box 10457, Des Moines, Iowa 50306.

ITEM 11.  Amend rule 701—50.3(422) as follows:

701—50.3(422)  Distributions.  Distributions from income
not previously taxed by Iowa include the amount of all cash
distributions and the fair market value of all property distribu-
tions made during the year, except as follows:

1. Distributions from income not subject to Iowa tax due
to exclusion under Iowa Code section 422.7 (i.e., interest
from federal securities or certain securities issued by Iowa).
For purposes hereof, all distributions for a year shall be
deemed to be made proportionally from income subject to
Iowa tax and from income not subject to Iowa tax.  Distribu-
tions from income apportioned out outside of Iowa shall not
be deemed to be made from income not subject to Iowa tax.

2. Distributions from income previously taxed by Iowa
for a year in which the S corporation was a C corporation and
which is taxed as a dividend or capital gain for federal in-
come tax purposes.

3. Distributions from income previously taxed by Iowa
for a year prior to the first tax year the resident shareholder
elected to apportion income within and without Iowa.

4. Distributions treated as a return of capital for federal
income tax purposes for tax years beginning prior to January
1, 2004.

5. For tax years beginning on or after January 1, 2004,
any distributions paid from income for which the taxpayer
can prove that Iowa tax has been previously paid.  Any dis-
tributions paid from income apportioned outside of Iowa for
tax years in which the resident shareholder elected to appor-
tion income within and without Iowa will be considered dis-
tributions for which Iowa tax has not been previously paid,
and cannot be excluded for purposes of this rule.

For purposes of this rule, a distribution is taken into ac-
count on the date the corporation makes the distribution, re-
gardless of when the distribution is treated as received by the
shareholder.  Distributions shall first be deemed made from
current year income of the S corporation to the extent thereof.
If distributions during a year exceed the current income of the
S corporation, any excess distributions shall be considered
made first from the immediately preceding year income of the
S corporation, and then to each preceding year income of the
S corporation in reverse chronological order, and then in ac-
cordance with the ordering rules set forth in Section 1368 of
the Internal Revenue Code and the regulations thereunder.

EXAMPLE:  An S corporation earned income of $20,000 in
2002, income of $30,000 in 2003 and income of $40,000 in
2004.  The S corporation made no distributions during 2002
and 2003 and made distributions of $75,000 during 2004.
The distributions will come first from the $40,000 income
earned in 2004.  The excess distributions of $35,000 will
come first from the $30,000 income earned during 2003, and
the remaining $5,000 will come from the income earned dur-
ing 2002.

ITEM 12.  Amend subrule 52.1(3), introductory para-
graph and first unnumbered paragraph, as follows:

52.1(3)  Corporate activities creating taxability. “Solicita-
tion of orders” within Public Law 86-272 is limited to those
activities which explicitly or implicitly propose a sale or
which are entirely ancillary to requests for purchases.  Activ-
ities that are entirely ancillary to requests for purchases are
ones that serve no independent business function apart from
their connection to the soliciting of orders.  An activity that is
not ancillary to requests for purchases is one that a corpora-
tion (taxpayer) has a reason to do anyway whether or not it

chooses to allocate it to its sales force operating in Iowa (such
as repair, installation, service-type activities, or collection on
accounts, etc.).  Activities that take place after a sale ordinari-
ly will not be entirely ancillary to a request for purchases and,
therefore, ordinarily will not be considered in “solicitation
of orders.”  Wisconsin Department of Revenue v. William
Wrigley, Jr. Company, 60 U.S.L.W. 4622, 505 U.S. 214, 120
L.Ed.2d 174, 112 S.Ct. 2447 (1992).

De minimis activities which are not “solicitation of or-
ders” are protected under Public Law 86-272.  Whether in-
state nonsolicitation activities are sufficiently de minimis to
avoid loss of tax immunity depends upon whether those ac-
tivities establish only a trivial additional connection with the
taxing state.  Whether a corporation’s nonsolicitation in-state
activities are de minimis should not be decided solely by the
quantity of one type of such activity but, rather, all types of
nonsolicitation activities of the taxpayer should be consid-
ered in their totality.  Wisconsin v. Wrigley, 60 U.S.L.W.
4622, 505 U.S. 214, 120 L.Ed.2d 174, 112 S.Ct. 2447 (1992).
Frequency of the activity may be relevant, but an isolated ac-
tivity is not invariably trivial.  The mere fact that an activity
involves small amounts of money or property does not in-
variably mean it is trivial.

ITEM 13.  Amend rule 701—52.12(422) as follows:

701—52.12(422)  Deduction of credits.  The credits against
computed tax set forth in Iowa Code section 422.33 shall be
deducted in the following sequence.

1. Property rehabilitation credit Venture capital credits.
2. New jobs Endow Iowa tax credit.
3. Investment University-based research utilization pro-

gram tax credit.
4. Franchise Investment tax credit.
5. Alternative minimum tax New jobs credit.
6. Research activities Franchise tax credit.
7. Assistive device Alternative minimum tax credit.
8. Motor fuel Property rehabilitation credit.
9. Estimated tax and payments with vouchers Ethanol

blended gasoline tax credit.
10. Research activities credit.
11. Assistive device credit.
12. Motor fuel credit.
13. Estimated tax and payments with vouchers.

ITEM 14.  Amend subrule 53.2(1), paragraph “a,” sub-
paragraph (1), as follows:

(1) Accrual basis taxpayers shall accrue refunds of feder-
al income taxes to the year in which the net operating loss oc-
curs.  (See Revenue Ruling 69-372 for similar federal treat-
ment of state income tax.)

ITEM 15.  Amend rule 701—53.19(422) as follows:

701—53.19(422)  Deduction of foreign dividends.  For tax
years beginning on or after January 1, 1992, corporations may
claim a deduction based on percentage of ownership as set
forth in Section 243 of the Internal Revenue Code for foreign
dividends including Subpart F income as defined in Section
952 of the Internal Revenue Code.  See Kraft General Foods,
Inc. v. Iowa Department of Revenue and Finance, 505 U.S.
71, 120 L.Ed 59, 112 S.Ct. 2365 (1992).

This rule is intended to implement Iowa Code section
422.35.

ITEM 16.  Amend subrule 54.6(3), paragraph “b,” sub-
paragraph (2), as follows:
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(2) Gross profits from trading in stocks, bonds or other se-
curities managed rendered for a customer located within this
state;

ITEM 17.  Amend subrule 54.6(3), last unnumbered para-
graph, as follows:

A “financial organization” means an association, joint
stock company or corporation a substantial part of whose as-
sets consists of intangible personal property and a substantial
part of whose gross income consists of dividends or interest
or other charges resulting from the use of money or credit.
any finance company or investment company doing business
in Iowa.  A finance company includes any consumer finance
company, sales finance company, or commercial finance
company making loans to individuals and businesses.  An in-
vestment company includes a company primarily engaged in
the business of investing, reinvesting, owning, holding or
trading in securities.

ITEM 18.  Amend rule 701—59.1(422), introductory
paragraph, as follows:
701—59.1(422)  Computation of net income for financial
institutions.  “Net income” for state purposes shall mean fed-
eral taxable income, before deduction for net operating
losses, as properly computed under the Internal Revenue
Code, and shall include the adjustments in rules 59.2(422) to
59.13(422).  The remaining provisions of this rule and rules
59.14(422) to 59.22 23(422) shall also be applicable in deter-
mining net income.

ITEM 19.  Amend subrule 89.8(7), paragraph “t,” num-
bered paragraph “4,” as follows:

4. Federal income tax owed by a nonresident decedent at
the time of death must be prorated on the basis the Iowa in-
come included in the federal adjusted gross income bears to
the total federal adjusted gross income.  See 701—subrule
41.3(2 4) for prorating the federal income tax deduction for
nonresident individuals.

ITEM 20.  Amend subrule 89.8(8), paragraph “c,” as fol-
lows:

c. Taxes.  The taxes deductible against the gross income
of an estate or trust are limited to the taxes deductible for in-
dividual income tax purposes under 26 U.S.C. Section 164,
subject to the adjustments specified in Iowa Code section
422.9 relating to federal and state income taxes.  Real estate
and personal property taxes, including the taxes due, but un-
paid at death, are only deductible by the estate on the dece-
dent’s property which is subject to the personal representa-
tive’s right of possession.  Federal income tax on the income
of an estate or trust and federal income tax owing by an Iowa
decedent at the time of death, including the federal income
tax owing on the decedent’s final return for the year of death,
are deductible by the estate or trust in the year paid.  The fed-
eral income tax liability of a nonresident decedent must be
prorated for tax years on or before December 31, 1981.  For
tax years on or after January 1, 1982, the federal income tax
deduction attributable to Iowa by nonresidents of Iowa shall
be the same deduction as is available for resident taxpayers.
See 701—subrule 41.3(2 4) and Iowa Code section
422.5(1)“j.”  Examples of taxes not deductible include, but
are not limited to:  federal estate tax (except federal estate tax
paid on income in respect of a decedent); Iowa income and
inheritance tax; federal gift taxes; and special assessments in-
creasing the value of property.  See 26 U.S.C. Section 275.
See 89.8(7)“r” for the proration of federal income tax for for-
eign situs estates and trusts.  In addition, foreign situs estates
and trusts are not allowed a deduction from Iowa gross in-

come for real and personal property taxes paid on property
located outside Iowa.

ARC 3062B

REVENUE DEPARTMENT[701]
Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code sections
421.17(19) and 422.68, the Department of Revenue hereby
gives Notice of Intended Action to amend Chapter 38, “Ad-
ministration,” Chapter 40, “Determination of Net Income,”
Chapter 41, “Determination of Taxable Income,” Chapter 42,
“Adjustments to Computed Tax,” and Chapter 43, “Assess-
ments and Refunds,” Iowa Administrative Code.

These amendments clarify existing rules and remove ob-
solete rules or rule provisions.

Item 1 amends rule 38.10(422) to indicate that the require-
ment that the state general fund balance on June 30 of the
prior year had to be $60 million or more before there could be
indexation of the tax rate brackets for the current year was re-
pealed.

Item 2 rescinds subrules 38.10(1) to 38.10(17), which are
obsolete subrules regarding cumulative inflation factors.

Item 3 amends rule 701—40.17(422) to clarify that tax-
payers moving into Iowa may adjust the Iowa-source gross
income on Schedule IA 126 by the moving expense allowed
under the Internal Revenue Code and that any reimbursement
for moving expense for these individuals is to be included in
Iowa-source gross income.  The amendment clarifies that
taxpayers moving from Iowa to another state or country may
not adjust the Iowa-source gross income by the moving ex-
pense and that any reimbursement of moving expense for
these taxpayers is not allocated to Iowa.

Item 4 amends Example 6 of subrule 40.38(7) by showing
that the capital losses in the example are not applied against
the capital gain from the sale of the farmland in the farming
business.  This is because the taxpayer’s capital losses were
not related to the farming business.  The revision in this sub-
rule was the result of a determination in a protested case.

Item 5 amends subrule 41.5(7) relating to the deduction
for multipurpose vehicles, and provides a definition for mul-
tipurpose vehicles.  The amendment also clarifies that the
rule applies only to multipurpose vehicles that are for the
model year 1992 or for earlier model years.  The amendment
also states that, in the case of multipurpose vehicles for mod-
el year 1993 and for model years after 1993, the registration
fees for these vehicles are determined on the same basis as for
automobiles so that the fees are computed on the values and
weights of the multipurpose vehicles.

Item 6 amends the implementation clause for rule 701—
41.5(422).

Item 7 amends subrule 42.2(8), which provides informa-
tion on various prior amendments of the tuition and textbook
credit, and refers to new rule 42.22(422) which describes the
amendment of the tuition and textbook credit that was appli-
cable for tax years beginning on or after January 1, 1998.
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Item 8 amends paragraph “b” of subrule 42.4(3) to clarify
that it is the taxpayer’s gross income that is taxed by the other
state or foreign country, and that it is the income tax paid to
the other state or foreign country that is used to determine the
amount of the out-of-state tax credit for resident taxpayers.
This amendment also states that the out-of-state credit al-
lowed on the taxpayer’s return cannot exceed the income tax
paid to the other state or foreign country.

Item 9 amends subrule 42.4(3) by adding new paragraph
“c” to clarify how the out-of-state credit is computed, and in-
cludes an example illustrating how the credit is computed for
a full-year resident.  In addition, the new paragraph includes
an example of how the out-of-state tax credit is computed for
an individual who is a part-year resident of Iowa.

Item 10 adds new rule 701—42.22(422) that describes the
tuition and textbook credit for tax years beginning on or after
January 1, 1998.  This rule includes all the conditions and
qualifications that must be met before a taxpayer may claim
the tuition and textbook tax credit.  The rule contains a num-
ber of definitions relating to the deduction.  The rule also lists
all the expenditures related to extracurricular activities that
will qualify for the tuition and textbook credit, as well as
those expenditures related to extracurricular activities that
are not eligible for the credit.

Item 11 rescinds and adopts new subrule 43.3(1) that de-
scribes how claims for refund are to be filed with the Depart-
ment, including the forms on which the claims are to be filed.

Item 12 adds new subrule 43.3(15) that explains how the
statute of limitations for refund is extended for a taxpayer
who has paid 90 percent of the tax by the due date and files
the original Iowa return in the six-month extended period af-
ter the due date.  Two examples are included in this item to
illustrate how the subrule works under different sets of facts.

The proposed amendments will not necessitate additional
expenditures by political subdivisions or agencies and enti-
ties that contract with political subdivisions.

There are no waiver provisions reflected in these rules be-
cause the Department lacks the statutory authority to grant
waivers where rules are mainly an interpretation of statutes.

The Department has determined that these proposed
amendments may have an impact on small business.  The
Department has considered the factors listed in Iowa Code
section 17A.4A.  The Department will issue a regulatory
analysis as provided in Iowa Code section 17A.4A if a writ-
ten request is filed by delivery or by mailing postmarked no
later than January 26, 2004, to the Policy Section, Com-
pliance Division, Department of Revenue, Hoover State Of-
fice Building, P.O. Box 10457, Des Moines, Iowa 50306.
The request may be made by the Administrative Rules Re-
view Committee, the Administrative Rules Coordinator, at
least 25 persons signing that request who qualify as a small
business, or an organization representing at least 25 such per-
sons.

Any interested person may make written suggestions or
comments on these proposed amendments on or before Janu-
ary 13, 2004.  Such written comments should be directed to
the Policy Section, Compliance Division, Department of
Revenue, Hoover State Office Building, P.O. Box 10457,
Des Moines, Iowa 50306.  Persons who want to convey their
views orally should contact the Policy Section, Compliance
Division, Department of Revenue, at (515)281-8036 or at the
Department of Revenue offices on the fourth floor of the
Hoover State Office Building.

Requests for a public hearing must be received by January
16, 2004.

These amendments are intended to implement Iowa Code
sections 422.4, 422.8, 422.12, 422.21, 422.25 and 422.73.

The following amendments are proposed.

ITEM 1.  Amend rule 701—38.10(422), introductory
paragraph, as follows:
701—38.10(422)   Indexation.  Acts of the Sixty-ninth
General Assembly, 1981 Regular Session, chapter 132, and
Iowa Code section 422.5, provide for the adjustment of the
tax brackets and civil service annuity exclusion by a
cumulative inflation factor to be determined by the director.
The requirement that provided that the state general fund
balance on June 30 of the prior calendar year had to be $60
million or more before there was indexation of the tax rate
brackets for the current year was repealed for tax years
beginning on or after January 1, 1996.

ITEM 2.  Rescind subrules 38.10(1) to 38.10(17).

ITEM 3.  Amend rule 701—40.17(422), first unnumbered
paragraph, as follows:

A taxpayer moving into Iowa may adjust their the Iowa-
source gross income on Schedule IA 126 by the amount of the
moving expense to the extent allowed by Section 217 of the
Internal Revenue Code.  Any reimbursement of moving ex-
pense shall be included in Iowa-source gross income.  A tax-
payer moving from Iowa to another state or country may not
adjust their the Iowa-source gross income by the amount of
moving expense, nor should any reimbursement of moving
expense be allocated to Iowa.

ITEM 4.  Amend subrule 40.38(7), Example 6, as fol-
lows:

EXAMPLE 6.  Todd Myers had a farming business which he
had owned and which he had materially participated in for 20
years.  There were two tracts of farmland in the farming busi-
ness.  In 1998, he sold one tract of farmland in the farming
business that he had owned for more than 10 years for a
$50,000 capital gain.  The farmland was sold to a person who
was not a lineal descendant.  During the same year, Mr.
Myers had $30,000 in long-term capital losses from sales of
stock.  In this situation, on Mr. Myers’s Myers’ 1998 Iowa
return, the capital gains would not be applied against the cap-
ital losses and the remaining $20,000 in capital gains could
be excluded.  Because the capital losses are unrelated to the
farming business, Mr. Myers does not have to reduce the
Iowa capital gain deduction by the capital losses from the
sales of stock.

ITEM 5.  Amend subrule 41.5(7) as follows:
41.5(7)  Deduction of multipurpose vehicle registration

fee.  For tax years beginning on or after January 1, 1992, indi-
viduals who itemize deductions for Iowa income tax pur-
poses may claim a deduction for 60 percent of the amount of
the registration fee paid for a multipurpose vehicle under
Iowa Code section 321.124, subsection 3, paragraph “h.”
“Multipurpose vehicle” means a motor vehicle designed to
carry not more than ten people, and constructed either on a
truck chassis or with special features for occasional off-road
operation.  The registration certificate for a multipurpose ve-
hicle has the letters “MV” printed next to the word “style”
on the certificate.

This subrule applies only to model year 1992 and older
model year multipurpose vehicles.  The registration fees for
multipurpose vehicles for the 1993 model year and for model
years after 1993 are the same as for other motor vehicles
where the fees for newer model year vehicles are based on the
value and weight of the vehicle.  In order to qualify for this
deduction, no part of the multipurpose vehicle registration
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fee may have been deducted as an itemized deduction under
Section 164 of the Internal Revenue Code or as an ordinary
and necessary business expense.

See also subrule 41.5(9), which provides for the deduction
for registration fees for older motor vehicles.  Subrule
41.5(7) also applies to multipurpose vehicles to the extent
those vehicles are for the 1993 model year or for model years
after 1993.

ITEM 6.  Amend the implementation clause for rule
701—41.5(422) as follows:

This rule is intended to implement Iowa Code sections
321.109, 321.113, and 321.124 and section 422.9 as
amended by 2003 Iowa Acts, House File 674.

ITEM 7.  Amend subrule 42.2(8) to read as follows:
42.2(8)  Tuition and textbooks credit for dependents in

grades kindergarten through 12 in Iowa.  For tax years begin-
ning on or after January 1, 1987, but prior to January 1, 1996,
individuals who elect the optional standard deduction may
claim a tax credit of 5 percent of the qualifying expenditures.
For tax years beginning on or after January 1, 1996, all tax-
payers, including individuals that have net incomes of
$45,000 or more, may claim a tuition and textbook credit of
10 percent of qualifying expenditures.  For tax years begin-
ning on or after January 1, 1998, all taxpayers may claim a
tuition and textbook credit of 25 percent of up to $1,000 of
qualifying expenditures for each dependent attending grades
kindergarten through 12 in Iowa.  Qualifying expenditures
include amounts paid for tuition and textbooks described in
paragraphs “a” and “b” of 701—subrule 41.5(5) as well as
amounts paid for extracurricular activities described in para-
graph “c” of 701—subrule 41.5(5).  See rule 42.22(422),
which provides detailed information on the tuition and text-
book credit for tax years beginning on or after January 1,
1998.  For purposes of this subrule, the qualifying expendi-
tures for tax years beginning in 1996 and 1997 are the same
as would have been eligible for the deduction allowed under
701—subrule 41.5(5) if the qualifying expenditures had been
paid in a tax year when the deduction was applicable.  All the
qualifications, definitions, and criteria in 701—subrule
41.5(5) are equally applicable to the credit for amounts paid
for tuition and textbooks for dependents attending grades
kindergarten through 12 in Iowa.  In the case of married tax-
payers who are filing separate returns or separately on the
combined return, the spouses can allocate the credit for tu-
ition and textbooks between them in the same ratio as de-
scribed in paragraph “g” of 701—subrule 41.5(5).

ITEM 8.  Amend subrule 42.4(3), paragraph “b,” as fol-
lows:

b. For tax years beginning on or after January 1, 1983.
The limitation on the tax credit must be computed according
to the following formula:  Income Gross income taxed by
another state or foreign country that is also taxed by Iowa
shall be divided by the total gross income of the Iowa resi-
dent taxpayer.  Said quotient multiplied times the net Iowa
tax as determined on the total gross income of the taxpayer as
if entirely earned in Iowa shall be the maximum tax credit
against the Iowa net tax.  This quotient should be computed
as a percentage with a minimum of one decimal place.  How-
ever, if the income tax paid to the other state or foreign coun-
try on the gross income taxed by the other state or foreign
country is less than the maximum tax credit against the Iowa
tax, the out-of-state credit allowed against the Iowa tax may
not exceed the income tax paid to the other state or foreign
country.  The income tax paid to the other state or foreign
country is the net state or foreign income tax actually paid for

the tax year on the income taxed by the other state or foreign
country and not the state or foreign income tax paid during
the tax year, such as state income tax or foreign income tax
withheld from the income taxed by the other state or foreign
country.

ITEM 9.  Amend subrule 42.4(3) by adopting new para-
graph “c” as follows:

c. Out-of-state tax credit examples.  An individual who
is an Iowa resident for the entire tax year can claim an out-of-
state tax credit against the person’s Iowa income tax liability
for any income tax paid to another state or foreign country for
the tax year on any gross income received by the individual
for the year which was derived from sources outside of Iowa
to the extent this gross income is also subject to Iowa income
tax.

However, in the case of an individual who is a part-year
resident of Iowa for the tax year, that individual can only
claim an out-of-state tax credit against the person’s Iowa in-
come tax liability for income tax paid to another state or for-
eign country on gross income derived from sources outside
of Iowa during the period of the tax year that the individual
was an Iowa resident and only to the extent this gross income
derived from sources outside of Iowa was also subject to
Iowa income tax.

The taxpayer’s out-of-state credit is computed on Sched-
ule IA 130 which is to be filed with the taxpayer’s Iowa indi-
vidual income tax return.  The taxpayer’s income tax return
or other document of the other state or foreign country sup-
porting the income tax paid to the other state or foreign coun-
try shall be filed with the individual’s Iowa income tax return
to support the out-of-state tax credit claimed.

EXAMPLE 1.  Gene Miller was an Iowa resident for the
entire year 2002.  Mr. Miller lived in Council Bluffs and
worked the entire year for a company in Omaha, Nebraska.
Mr. Miller had wages of $30,000 and Nebraska income tax
withheld of $1,000.  He also had income of $10,000 from
rental of an Iowa farm and another $10,000 in interest in-
come from a personal savings account in an Iowa bank.  The
amount of gross income of Mr. Miller that was taxed by Ne-
braska (the other state or foreign country) was $30,000.  His
total gross income in 2002 was $50,000.  Thus, 60 percent of
his income was earned in Nebraska.  Mr. Miller’s Iowa tax on
line 55 of Form IA 1040 was $917, which resulted in a poten-
tial out-of-state credit of 60 percent of the Iowa tax or $550
because 60 percent of Mr. Miller’s income was earned
outside Iowa and was taxed by Nebraska.  However, Mr.
Miller’s income tax liability on the Nebraska income tax re-
turn was only $500.  Thus, the out-of-state tax credit allowed
was $500, because that was less than the potential out-of-
state tax credit of $550.

EXAMPLE 2.  Ben Smith was a part-year Iowa resident in
2002.  He resided in Missouri for the first six months of the
year until he moved to Keokuk, Iowa, on July 1.  Mr. Smith
was employed in Missouri for the entire year and had wages
of $30,000 and had Missouri income tax liability of $1,000.
Half of Mr. Smith’s wages or $15,000 of the wages was
earned during the time Mr. Smith was an Iowa resident.  Mr.
Smith also had $10,000 in farm rental income from farmland
located in Iowa.  The amount of gross income taxed by Mis-
souri while Mr. Smith was an Iowa resident was $15,000.
Mr. Smith’s gross income earned while an Iowa resident for
the year was $25,000.  Thus, 60 percent of the gross income
was earned in the other state while Mr. Smith was an Iowa
resident.  Mr. Smith’s Iowa income tax on line 55 of the IA
1040 was $1,292.  This resulted in a potential out-of-state
credit of $775 because 60 percent of the gross income was
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earned in Missouri during the period Mr. Smith was an Iowa
resident.  However, since 50 percent of the income earned in
Missouri was earned while Mr. Smith was a resident of Iowa
and the Missouri income tax liability for the year was $1,000,
the out-of-state credit was $500 or 50 percent of the Missouri
income tax liability.  The out-of-state credit allowed was
$500, because this was less than the Iowa income tax of $775
that was applicable to the gross income earned in Missouri
during the period Mr. Smith was an Iowa resident.

ITEM 10.  Amend 701—Chapter 42 by adopting the fol-
lowing new rule:

701—42.22(422)  Tuition and textbook credit for expenses
incurred for dependents attending grades kindergarten
through 12 in Iowa.  Effective for tax years beginning on or
after January 1, 1998, taxpayers who pay tuition and textbook
expenses of dependents who attend grades kindergarten
through 12 in an Iowa school may receive a tax credit of 25
percent of up to $1000 of qualifying expenses for each de-
pendent attending an elementary or secondary school located
in Iowa.  In order for the taxpayer to qualify for the tax credit
for tuition and textbooks, the elementary school or secondary
school that the dependent is attending must meet the stan-
dards for accreditation of public and nonpublic schools in
Iowa provided in Iowa Code section 256.11.  In addition, the
school the dependent is attending must not be operated for
profit and must adhere to the provisions of the United States
Civil Rights Act of 1964, and the provisions of Iowa Code
chapter 216, which is known as the Iowa civil rights Act of
1965.  The following definitions and criteria apply to the de-
termination of the tax credit for amounts paid by the taxpayer
for tuition and textbooks for a dependent attending an ele-
mentary or secondary school in Iowa:

42.22(1)  Tuition.  For purposes of the tuition and textbook
tax credit, “tuition” means any charge made by an elementary
or secondary school for the expense of personnel, buildings,
equipment and materials other than textbooks, and other ex-
penses of elementary or secondary schools which relate to
the teaching of only those subjects that are legally and com-
monly taught in public elementary or secondary schools in
Iowa.  “Tuition” includes charges by a qualified school for
summer school classes or for private instruction of a child
who is physically unable to attend classes at the site of the
elementary or secondary school.

“Tuition” does not include charges or fees which relate to
the teaching of religious tenets, doctrines, or worship in cases
where the purpose of the teaching is to inculcate the religious
tenets, doctrines, or worship.  In addition, “tuition” does not
include amounts paid to an individual or other entity for pri-
vate instruction of a dependent who attends an elementary or
secondary school in Iowa.  Amounts paid to a school for
meals, lodging, or clothing for a dependent do not qualify for
the tax credit for “tuition.”

Amounts paid to an individual or organization for “home
schooling” of a dependent or the teaching of a dependent out-
side of an elementary or secondary school may not be
claimed for purposes of the tuition and textbook tax credit.

42.22(2)  Textbooks.  For purposes of the tuition and text-
book tax credit, “textbooks” means books and other instruc-
tional materials used in elementary and secondary schools in
Iowa to teach only those subjects legally and commonly
taught in public elementary and secondary schools in Iowa.
“Textbooks” includes fees or charges by the elementary or
secondary school for required supplies or materials for
classes in art, home economics, shop or similar courses.
“Textbooks” includes books and materials used for extracur-

ricular activities, such as sporting events, musical events,
dramatic events, speech activities, driver’s education, or pro-
grams of a similar nature.

“Textbooks” does not include amounts paid for books or
other instructional materials used in the teaching of religious
tenets, doctrines, or worship, in cases where the purpose of
the teaching is to inculcate the religious tenets, doctrine, or
worship.  “Textbooks” also does not include amounts paid
for books or other instructional materials used in teaching a
dependent subjects in the home or outside of an elementary
or secondary school.

42.22(3)  Extracurricular activities.  For purposes of the
tuition and textbook tax credit, amounts paid for dependents
to participate in or to attend extracurricular activities may be
claimed as part of the tuition and textbook tax credit.  “Extra-
curricular activities” includes sporting events, musical
events, dramatic events, speech activities, and driver’s
education if provided at a school, and programs of a similar
nature.

a. The following are specific examples of expenditures
related to a dependent’s participation in or attendance at ex-
tracurricular activities that may qualify for the tuition and
textbook tax credit:

(1) Fees for participation in school sport activities.
(2) Fees for field trips.
(3) Rental fees for instruments for school bands or or-

chestras but not rental fees in rent-to-own contracts.
(4) Driver’s education fees, if paid to a school.
(5) Cost of activity tickets or admission tickets to school

sports, music and dramatic events.
(6) Fees for events such as homecoming, winter formal,

prom, or similar events.
(7) Rental of costumes for school plays.
(8) Purchase of costumes for school plays if the costumes

are not suitable for street wear.
(9) Purchase of track shoes, football shoes, or other ath-

letic shoes with cleats, spikes, or other features that are not
suitable for street wear.

(10) Costs of tickets or other admission fees to attend
banquets or buffets for school academic or athletic awards.

(11) Trumpet grease, woodwind reeds, guitar picks, vio-
lin strings and similar types of items for maintenance of in-
struments used in school bands or orchestras.

(12) Band booster club or athletic booster club dues, but
only if dues are for the dependent attending the school and
not the parent or adult.

(13) Rental of formal gown or tuxedo for school dance or
other school event.

(14) Dues paid to school clubs or school-sponsored or-
ganizations such as chess club, photography club, debate
club, or similar organizations.

(15) Amounts paid for music that will be used in school
music programs, including vocal music programs.

(16) Fees paid for general materials for shop class, agri-
culture class, home economics class, or auto repair class and
general fees for equivalent classes.

(17) Fees for a dependent’s bus trips to attend school if
paid to the school.

b. The following are specific examples of expenditures
related to a dependent’s participation in or attendance at ex-
tracurricular activities that will not qualify for the tuition and
textbook credit.

(1) Purchase of a musical instrument used in a school
band or orchestra.

(2) Purchase of basketball shoes or other athletic shoes
that are readily adaptable to street wear.
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(3) Amounts paid for special testing such as SAT or
PSAT, and for Iowa talent search tests.

(4) Payments for senior trips, band trips, and other over-
night school activity trips which involve payment for meals
and lodging.

(5) Fees paid to K-12 schools for courses for college cred-
it.

(6) Amounts paid for T-shirts, sweatshirts and similar
clothing that is appropriate for street wear.

(7) Amounts paid for special programs at universities and
colleges for high school boys or girls.

(8) Payment for private instrumental lessons, voice les-
sons or similar lessons.

(9) Amounts paid for a school yearbook, annual or class
ring.

(10) Fees for special materials paid for shop class, agri-
cultural class, auto repair class, home economics class and
similar classes.  For purposes of this paragraph, “special ma-
terials” means materials used for personal projects of the de-
pendents, such as materials to make furniture for personal
use, automobile parts for family automobiles and other mate-
rials for projects for personal or family benefit.

This rule is intended to implement Iowa Code section
422.12.

ITEM 11.  Rescind subrule 43.3(1) and adopt the follow-
ing new subrule in lieu thereof:

43.3(1)  Claims for refund.  A claim for refund is a formal
request made by the taxpayer or the taxpayer’s personal rep-
resentative to the department of revenue for repayment of
state income tax that was paid with the taxpayer’s previously
filed individual income tax return.  In order for a claim for
refund to be considered to be a valid document, the taxpayer
or the taxpayer’s personal representative must file the claim
on an IA 1040X Amended Return Form, on an IA 843 Claim
for Refund Form or on an IA 1040 Income Tax Return Form
for the appropriate tax year, with the notation “Amended for
Refund” clearly shown on the face of the return form.  The
taxpayer or the taxpayer’s personal representative must file
the claim for refund with the department under separate cov-
er so the claim is not filed with another tax return or with oth-
er documents or forms submitted to the department.

In addition, the claim for refund must be filed within one
of the time periods specified in Iowa Code section 422.73(2)
in order for the refund claim to be timely so that the claim
may be considered on its merits by the department.

If the department determines that the taxpayer’s claim is
without merit and the claim for refund should be rejected, the
department will notify the taxpayer or the taxpayer’s person-
al representative by mail that the claim for refund has been
rejected and of the reason for rejection.  In addition, the rejec-
tion letter will advise the taxpayer that the taxpayer has 60
days from the date of the letter to file a protest of the depart-
ment’s rejection of the claim for refund.  The taxpayer’s ap-
peal of the rejection of the claim for refund must be filed in
accordance with rule 701—7.41(17A).

ITEM 12.  Amend rule 701—43.3(422) by adding the fol-
lowing new subrule:

43.3(15)  Refunds—statute of limitations for taxpayers
who paid 90 percent of the tax by the due date and filed the
original return in the six-month extended period.  If a taxpay-
er has paid 90 percent of the income tax required to be shown
due by the original due date of the return and has filed the
original income tax return sometime in the six-month ex-
tended period after the original due date, the taxpayer can file
an amended return by October 31 of the third year following

the year the original return was due and shall be within the
statute of limitations for refund.  This position is supported
by the Iowa Supreme Court in Conoco, Inc. v. Iowa Depart-
ment of Revenue and Finance, 477 N.W.2d 377 (Iowa 1991).
See also 701—subrule 39.2(4) which pertains to the ex-
tended period for filing the Iowa income tax return when 90
percent of the tax is paid by the original due date of the Iowa
income tax return.

EXAMPLE 1.  Joe Barnes had paid at least 90 percent of the
tax shown due on his 1999 Iowa income tax return by the
April 30 original due date and filed his original 1999 Iowa
return on May 15, 2000.  Mr. Barnes determined that he had
failed to claim several deductions on the original 1999 Iowa
return, so he filed an amended 1999 return on October 31,
2003.  The amended return was filed within the three-year
statute of limitations for refund since it was filed within three
years of the extended due date of the return, October 31,
2000.  The six-month extended due date applied in this case
because the original return was filed within the six-month ex-
tended period.

EXAMPLE 2.  Fred Jones paid 90 percent of the tax shown
due on his 1999 return by the April 30 original due date and
filed the original return on or before the April 30, 2000, origi-
nal due date for this return.  Mr. Jones determined that when
he filed the original 1999 Iowa return, he failed to claim the
Iowa income tax withheld from a part-time job he held in
1999.  Mr. Jones filed an amended 1999 Iowa return on May
15, 2003, to claim the Iowa tax withheld that he had failed to
claim on the original return.  This amended return was re-
jected by the department because it was not filed within three
years of the due date of the return.  Although Mr. Jones had
paid 90 percent of the tax by the due date, the due date was
not extended because the original return had been filed by the
due date of April 30, 2000.

NOTICE—PUBLIC FUNDS
INTEREST RATES

In compliance with Iowa Code chapter 74A and section
12C.6, the committee composed of Treasurer of State
Michael L. Fitzgerald, Superintendent of Credit Unions
James E. Forney, Superintendent of Banking Thomas B.
Gronstal, and Auditor of State David A. Vaudt have estab-
lished today the following rates of interest for public obliga-
tions and special assessments.  The usury rate for December
is 6.25%.

INTEREST RATES FOR PUBLIC
OBLIGATIONS AND ASSESSMENTS

74A.2 Unpaid Warrants Maximum 6.0%. . . . . . . . 
74A.4 Special Assessments Maximum 9.0%. . . . . . 

RECOMMENDED Rates for Public Obligations (74A.3)
and School District Warrants (74A.7).  A rate equal to 75% of
the Federal Reserve monthly published indices for U.S. Gov-
ernment securities of comparable maturities.  All Iowa Banks
and Iowa Savings Associations as defined by Iowa Code sec-
tion 12C.1 are eligible for public fund deposits as defined by
Iowa Code section 12C.6A.

The rate of interest has been determined by a committee of
the state of Iowa to be the minimum interest rate that shall be
paid on public funds deposited in approved financial institu-
tions.  To be eligible to accept deposits of public funds of the
state of Iowa, a financial institution shall demonstrate a com-
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mitment to serve the needs of the local community in which it
is chartered to do business.  These needs include credit ser-
vices as well as deposit services.  All such financial institu-
tions are required to provide the committee with a written de-
scription of their commitment to provide credit services in
the community.  This statement is available for examination
by citizens.

New official state interest rates, effective December 11,
2003, setting the minimums that may be paid by Iowa deposi-
tories on public funds are listed below.

TIME DEPOSITS
7-31 days Minimum 0.80%. . . . . . . . . . . . . . . 
32-89 days Minimum 0.80%. . . . . . . . . . . . . . 
90-179 days Minimum 0.80%. . . . . . . . . . . . . 
180-364 days Minimum 1.00%. . . . . . . . . . . . 
One year to 397 days Minimum 1.20%. . . . . . 
More than 397 days Minimum 1.80%. . . . . . . 

These are minimum rates only.  The one year and less are
four-tenths of a percent below average rates.  Public body
treasurers and their depositories may negotiate a higher rate
according to money market rates and conditions.

Inquiries may be sent to Michael L. Fitzgerald, Treasurer
of State, State Capitol, Des Moines, Iowa 50319.

NOTICE—USURY
In accordance with the provisions of Iowa Code section

535.2, subsection 3, paragraph “a,” the Superintendent of
Banking has determined that the maximum lawful rate of in-
terest shall be:

January 1, 2003 — January 31, 2003 6.00%
February 1, 2003 — February 28, 2003 6.00%
March 1, 2003 — March 31, 2003 6.00%
April 1, 2003 — April 30, 2003 6.00%
May 1, 2003 — May 31, 2003 5.75%
June 1, 2003 — June 30, 2003 6.00%
July 1, 2003 — July 31, 2003 5.50%
August 1, 2003 — August 31, 2003 5.25%
September 1, 2003 — September 30, 2003 6.00%
October 1, 2003 — October 31, 2003 6.50%
November 1, 2003 — November 30, 2003 6.25%
December 1, 2003 — December 31, 2003 6.25%
January 1, 2004 — January 31, 2004 6.25%

ARC 3064B

UTILITIES DIVISION[199]
Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to Iowa Code sections 17A.4, 476A.1, 476A.2,
and 476A.15, the Utilities Board (Board) gives notice that on

November 24, 2003, the Board issued an order in Docket No.
RMU-03-16, In re:  Notice of Generation Siting Waiver Re-
quests, “Order Commencing Rule Making.”  The Board is
proposing an amendment to 199 IAC 24.15(476A) to provide
that notice be given to adjoining landowners of record of
waiver requests involving the electric generation siting stat-
utes, Iowa Code chapter 476A.

The proposed amendment is in response to a recent waiver
proceeding before the Board.  The applicant requested a
waiver of the siting statutes with respect to a 90 MW peaking
facility in Audubon County.  Two families that owned land
adjoining the proposed facility contested the waiver request.
Those two families were not served by the applicant with no-
tice of the waiver, but became aware of the request through
their own investigation.  The proceeding highlighted the
necessity of providing adjoining landowners with notice of
such waiver requests.  (Western Minnesota Municipal Power
Agency, “Proposed Decision and Order” and “Order Affirm-
ing Proposed Decision and Order,” Docket No. WRU-03-19
(8/20/03, 9/17/03))  Under the current rule, generally only
the Consumer Advocate Division of the Department of Jus-
tice is required to be served with notice.

Pursuant to Iowa Code sections 17A.4(1)“a” and “b,” any
interested person may file a written statement of position per-
taining to the proposed amendment.  The statement must be
filed on or before January 13, 2004, by filing an original and
ten copies in a form substantially complying with 199 IAC
2.2(2).  All written statements should clearly state the au-
thor’s name and address and should make specific reference
to this docket.  All communications should be directed to the
Executive Secretary, Utilities Board, 350 Maple Street, Des
Moines, Iowa 50319-0069.

A public hearing to receive comments on the proposed
amendment will be held at 10 a.m. on January 27, 2004, in
the Board’s hearing room at the address listed above.  The
Board does not find it necessary to propose a separate waiver
provision in this rule making.  The Board’s general waiver
provision in 199 IAC 1.3(17A,474,476,78GA,HF2206) is
applicable to this rule.

This amendment is intended to implement Iowa Code sec-
tion 476A.15.

The following amendment is proposed.

Amend rule 199—24.15(476A) as follows:

199—24.15(476A)  Waiver.  The board, if it determines that
the public interest would not be adversely affected, may
waive any of the requirements of this chapter.  In determining
whether the public interest would not be adversely affected,
the board will consider the following factors:

1. The purpose of the facility.
2. The type of the facility.
3. If the facility is for the applicant’s own needs.
4. The effect of the facility on existing transmission sys-

tems.
5. Any other relevant factors.
In addition to other service requirements, the applicant

must serve a copy of the waiver request on all owners of rec-
ord of real property that adjoins the proposed facility site.

NOTICE—PUBLIC FUNDS INTEREST RATES(cont’d)
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ARC 3037B

VOTER REGISTRATION
COMMISSION[821]

Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or
association of 25 or more persons may demand an oral presentation hereon
as provided in Iowa Code section 17A.4(1)“b.”

Notice is also given to the public that the Administrative Rules Review
Committee may, on its own motion or on written request by any individual
or group, review this proposed action under section 17A.8(6) at a regular or
special meeting where the public or interested persons may be heard.

Pursuant to the authority of Iowa Code section 47.8 and
Title III, Section 303 of the Help America Vote Act of 2002,
Public Law 107-252, 42 U.S.C. 15483, the Voter Registra-
tion Commission hereby gives Notice of Intended Action to
amend Chapter 2, “Voter Registration Applications, Accept-
ability, Registration Dates, and Effective Dates,” and Chap-
ter 3, “Lists of Registered Voters,” Iowa Administrative
Code.

Item 1 is intended to implement Iowa Code section
48A.11.  The amendment adds to mail-in voter registration
applications new elements that are required by Title III, Sec-
tion 303 of the Help America Vote Act of 2002, Public Law
107-252, 42 U.S.C. 15483.  The new elements are the Iowa
driver’s license number (if the applicant has an Iowa driver’s
license), nonoperator’s identification card number, or the last
four digits of the applicant’s social security number; citizen-
ship and age questions; and a notice that applicants who reg-
ister by mail must provide identification documents unless
their driver’s license number, nonoperator’s identification
card number, or the last four digits of the social security num-
ber can be verified.  These requirements are part of the Help
America Vote Act.

Item 2 provides procedures to be followed if applicants
submit incomplete application forms.  Item 3 requires the re-
moval of driver’s license and nonoperator identification card
numbers from lists of registered voters; social security num-
bers currently are required to be removed pursuant to Iowa
Code section 48A.38(1)“f.”

Any interested person may make written suggestions or
comments on these proposed amendments on or before Janu-
ary 13, 2004.  Such written suggestions or comments should
be directed to Sandra J. Steinbach, Director of Elections, Of-
fice of the Secretary of State, 321 East 12th Street, Lucas
State Office Building, Des Moines, Iowa 50319.

Persons who want to convey their views orally should
contact the Secretary of State’s Office at (515)281-5823 or at
the office of the Secretary of State, 321 East 12th Street, Lu-
cas State Office Building, First Floor, Des Moines, Iowa
50319.  Requests for a public hearing must be received by
4:30 p.m. on January 12, 2004.

These amendments are intended to implement Iowa Code
section 48A.11.

The following amendments are proposed.

ITEM 1.  Amend rule 821—2.1(48A) to read as follows:

821—2.1(48A)  Required elements.
2.1(1)  In addition to the spaces required by Iowa Code

section 48A.11, every voter registration form shall include
room for the county commissioner to make notations indicat-
ing such items as the date the form was received, the precinct
and school district of the registrant, any other special district
or note deemed necessary or appropriate by the commission-

er, and the date the registration is effective.  The notations
may be on the reverse of the form.

2.1(2)  Voter registration forms that may be used to regis-
ter by mail shall also include the following elements required
by Title III, Section 303 of the Help America Vote Act of 2002,
Public Law 107-252, 42 U.S.C. 15483.

a. The applicant’s Iowa driver’s license number (if
the applicant has a driver’s license) or, if the applicant
does not have a driver’s license, an Iowa department of
transportation-issued nonoperator’s identification card
number, or the last four digits of the applicant’s social securi-
ty number.

b. The question “Are you a citizen of the United States of
America?” and boxes for the applicant to check to indicate
whether the applicant is or is not a citizen of the United
States.

c. The question “Will you be 18 years of age on or before
election day?” and boxes for the applicant to check to indi-
cate whether the applicant will be 18 years of age or older on
election day.

d. The statement, “If you checked ‘no’ in response to ei-
ther question, do not complete this form.”

e. The following statement:  “If you submit this form by
mail and you are registering to vote for the first time in this
county, enclose a copy of one of the following documents:

“(1) Current and valid photo identification card show-
ing your name.

“(2) Current utility bill, bank statement, government
check, paycheck or other government document showing
your name and address.
You do not need to send any of the documents listed above if
you include your Iowa driver’s license number, Iowa depart-
ment of transportation-issued nonoperator’s identification
card number, or the last four digits of your social security
number, and this information can be verified.”

ITEM 2.  Amend rule 821—2.8(48A) to read as follows:

821—2.8(48A)  Incomplete applications acceptable.
2.8(1)  No commissioner shall refuse to register or accept

an application from an applicant unable to specify the correct
ward, precinct, or school district for the applicant’s address.
The commissioner shall make a determination of the correct
political subdivisions from maps, legal descriptions, and oth-
er means at the commissioner’s disposal.

2.8(2)  A voter registration application that lacks either
the applicant’s Iowa driver’s license number, Iowa depart-
ment of transportation-issued nonoperator’s identification
card number, or the last four digits of the applicant’s social
security number shall be entered as a pending registration
until the next federal election.  Within seven days after receipt
of the application, the commissioner shall contact the appli-
cant by mail and request the missing required information.
The applicant may provide the required information in writ-
ing until the date registration closes for the next federal elec-
tion by appearing in person at the commissioner’s office to
complete a new application, by mailing a new and complete
application, or by sending a letter to the commissioner.  If
the applicant reports that the applicant has not been issued
either an Iowa driver’s license, Iowa department of
transportation-issued nonoperator’s identification card
number, or a social security number, the commissioner shall
assign a unique identifying number that shall serve to identi-
fy the registrant for voter registration purposes and enter the
registration as active.

2.8(3)  A person who submits an application by mail and
does not mark either “yes” or “no” to the question, “Are you
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a citizen of the United States of America?” shall not be regis-
tered to vote in federal elections until the application form is
completed. The registration shall be coded to be valid only
for elections for which no candidate for federal office ap-
pears on the ballot.  Within seven days after receipt of the ap-
plication, the commissioner shall contact the applicant by
mail and request the missing required information.  The ap-
plicant may provide the required information in writing until
the date registration closes for the next federal election by
appearing in person at the commissioner’s office to complete
a new application, by mailing a new and complete applica-
tion, or by sending a letter to the commissioner confirming
that the applicant is a U.S. citizen.

ITEM 3.  Amend 821—Chapter 3 by adding the follow-
ing new rule:

821—3.10(48A)  Driver’s license numbers.  The county
commissioner of registration and the state registrar of voters
shall remove a voter’s driver’s license number, Iowa depart-
ment of transportation-issued nonoperator’s identification
card number, or whole or partial social security number from
a voter registration list prepared pursuant to Iowa Code sec-
tion 48A.38.

VOTER REGISTRATION COMMISSION[821](cont’d)
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ARC 3063B

ADMINISTRATIVE SERVICES
DEPARTMENT[11]

Adopted and Filed Emergency

Pursuant to the authority of 2003 Iowa Acts, chapter 145,
section 4, the Department of Administrative Services hereby
adopts new Chapter 40, “Offset of Debts Owed State Agen-
cies,” Iowa Administrative Code.

The purpose of this rule making is to adopt rules on offset
of payments owed to persons and entities with liabilities
owed to state agencies, which were formerly under the au-
thority of and adopted by the Department of Revenue and Fi-
nance.  The responsibility for offsets has been transferred to
the Department of Administrative Services by the 80th Gen-
eral Assembly in 2003 Iowa Acts, chapter 145, section 86.

In compliance with Iowa Code section 17A.4(2), the De-
partment finds that notice and public participation are unnec-
essary, impractical and contrary to public interest because the
chapter incorporates rules being rescinded by the Depart-
ment of Revenue into the rules of the Department of Admin-
istrative Services as required by the statutory change in au-
thority.

The Department also finds, pursuant to Iowa Code section
17A.5(2)“b”(2), that the normal effective date of the rules
should be waived and these rules should be made effective on
December 17, 2003, to coincide with the effective date of the
Department of Revenue’s rescission of these rules from
701—Chapter 150, as it confers a benefit to the finances of
the state and continues a functional program without inter-
ruption.

These rules are also published herein under Notice of In-
tended Action as ARC 3066B to allow for public comment.

The Department adopted these rules on December 4,
2003.

These rules became effective December 17, 2003.
These rules are intended to implement 2003 Iowa Acts,

chapter 145, section 86.

The following new chapter is adopted.

CHAPTER 40
OFFSET OF DEBTS OWED STATE AGENCIES

11—40.1(80GA,ch145)  Definitions.  For the purposes of
this chapter, the following definitions shall govern:

“Collection entity” means the department of administra-
tive services and any other state agency that maintains a sepa-
rate accounting system and elects to establish a debt collec-
tion setoff procedure for collection of debts owed to the state
or its agencies.

“Debtor” means any person owing a debt to the state of
Iowa or any state agency.

“Department” means the Iowa department of administra-
tive services.

“Director” means the director of the Iowa department of
administrative services or the director’s designee.

“Liability” or “debt” means any liquidated sum due and
owing to the state of Iowa or any state agency which has ac-
crued through contract, subrogation, tort, operation of law, or
any legal theory regardless of whether there is an outstanding
judgment for that sum.  Before setoff, the amount of a per-
son’s liability to a state agency shall be at least $50.

“Offset” means to set off or compensate a state agency
which has a legal claim against a person or entity where there

exists a person’s valid claim on a state agency that is in the
form of a liquidated sum due, owing and payable.  Before set-
off, the amount of a person’s claim on a state agency shall be
at least $50.

“Person” or “entity” means an individual, corporation,
business trust, estate, trust, partnership or association, or any
other legal entity, but does not include a state agency.

“State agency” or “agency” means a unit of state govern-
ment, which is an authority, board, commission, committee,
council, department, examining board, or independent
agency as defined in Iowa Code section 7E.4, including but
not limited to each principal central department enumerated
in Iowa Code section 7E.5 as amended by 2003 Iowa Acts,
chapter 145, sections 116 to 119.  However, “state agency” or
“agency” does not mean any of the following:

1. The office of the governor or the office of an elective
constitutional or statutory officer.

2. The general assembly, or any office or unit under its
administrative authority.

3. The judicial branch, as provided in Iowa Code section
602.1102.

4. A political subdivision of the state or its offices or
units, including but not limited to a county, city, or communi-
ty college.

11—40.2(80GA,ch145)  Scope and purpose.
40.2(1)  The purpose of these rules is to establish a proce-

dure by which state agencies can cooperate in identifying
debtors who owe liabilities to those state agencies and to es-
tablish a procedure for offsetting debtors’ claims against
state agencies with liabilities or debts which those debtors
owe the state agencies.

40.2(2)  Agencies may collect debts under the provisions
of 2003 Iowa Acts, chapter 145, section 86, through the daily
processing offset system.  Agencies utilizing the income tax
refund offset system under the provisions of 2003 Iowa Acts,
chapter 145, section 86, which allows for the recovery of
child support, foster care, and public assistance payments;
the recovery of guaranteed student or parental loans; or the
recovery of any liquidated sum due, owing, and payable to
the clerk of the district court may also utilize this offset sys-
tem to collect debts due.  Any state agency exempt from the
provisions of 2003 Iowa Acts, chapter 145, section 95, and
that is making payments, shall be subject to these rules.

40.2(3)  Inclusions in and exclusions from setoff.  The off-
set system may be used to collect any debt described in rule
40.1(80GA,ch145).  However, some claims against the state
or state agencies on behalf of certain persons are made from
funds exempt from collection and are thus unavailable for
offset.  A consolidated listing of payment sources unavail-
able for offset is available from the department’s state ac-
counting enterprise.

11—40.3(80GA,ch145)  Participation guidelines.  Those
state agencies qualified under rule 40.2(80GA,ch145) to use
this chapter’s offset provisions should utilize these provisions
when it is cost-effective to do so.  Final determination regard-
ing whether or not it will be cost-effective to offset any debt
owed will be at the discretion of the director.  Generally, it will
not be cost-effective to offset a debt if the total anticipated
collection cost will exceed the amount of the claim that could
reasonably be expected to be realized as a result of the collec-
tion costs.  The cost-effectiveness criteria that the director ap-
plies will not be the same for every agency.  Circumstances
differ among agencies.  The following nonexclusive exam-
ples are intended to provide guidance in determining cost-
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effectiveness.  These examples represent instances in which it
might not be cost-effective to offset debts.

EXAMPLE A:  A debtor has ceased operations for an ex-
tended period of time.

EXAMPLE B:  A business has changed its form (e.g., from a
sole proprietorship to a partnership or corporation).

EXAMPLE C:  A debt has been placed with a private collec-
tion firm and it appears likely that the firm will collect the
debt.

EXAMPLE D:  The age or health of a debtor is such that it is
unlikely that the debtor will be receiving any payments from
the state or a state agency.

EXAMPLE E:  The debtor is a foreign student who has left
the country.

EXAMPLE F:  The debtor is a person in bankruptcy.
EXAMPLE G: By statute or federal regulations certain

agencies cannot write off debts.  If the debt of one of these
agencies has been owed for a substantial amount of time, it
may be reasonable to assume that referral would not be cost-
effective (e.g., the debtor has changed its name or address or
for some other reason would be impossible to locate).

11—40.4(80GA,ch145)  Duties of the agency.  An agency
seeking offset shall have the following duties regarding the
department and debtors.

40.4(1)  Notification to the department.  An agency must
provide a list of debtors to the department of administrative
services.  This list must be in a format and type prescribed by
the department and include only information relevant to the
identification of the person owing.

The director shall not process a claim under the provisions
of 2003 Iowa Acts, chapter 145, section 86, until notification
is received from the state agency that the debt has been estab-
lished through notice and opportunity to be heard.  The
agency shall provide along with each liability file a written
statement to the director declaring that the debt has occurred.

40.4(2)  Change in status of debt.  A state agency that has
provided a liability file to the department of administrative
services must notify the department immediately of any
change in the status of a debt to the state.  This notification
shall be made no later than 30 calendar days from the occur-
rence of the change.  A change in status may come from pay-
ment of the debt, invalidation of the liability, alternate pay-
ment arrangements with the debtor, bankruptcy, or other fac-
tors.

40.4(3)  Semiannual certification of file.  Each agency that
maintains a liability file shall be required to certify the file to
the department semiannually.  This certification shall be
made in a manner prescribed by the director.  Debtors not cer-
tified in the manner prescribed will be removed from the li-
ability file.

40.4(4)  Notification to debtor.  An agency shall send noti-
fication to the debtor within ten calendar days from the date
the agency was notified by the department of a potential off-
set.  This notification shall include:

a. The agency’s right to the payment in question.
b. The agency’s right to recover the payment through the

offset procedure.
c. The basis of the agency’s case in regard to the debt.
d. The right of the debtor to request the split of the pay-

ment between parties when the payment in question is jointly
owned or otherwise owned by two or more persons.

e. The debtor’s right to appeal the offset and the proce-
dure to follow in that appeal.

f. The name of the agency or division and a telephone
number for the person owing to contact in the case of ques-
tions.

The department may require that a copy of this notice be
sent to the department.  Once the offset has been completed,
the agency shall notify the debtor of the action taken along
with the balance, if any, still due to the agency.  It is the re-
sponsibility of the agency to make payment to the person ow-
ing the state any payment offset by the department to which
the state is not entitled, in accordance with established proce-
dures.

11—40.5(80GA,ch145)  Duties of the department—
performance of the offset.  The department will develop
procedures for administering each offset program request on
an individual basis.  Procedures will vary in order to achieve
the greatest efficiency in administering each offset.

Before issuing an authorized payment to a person or entity,
the department will match the payment against a debt listing
provided by the state agencies participating in the offset pro-
gram.  The department will notify the state agency of the per-
son’s or entity’s name, address, identifying number, and
amount of the entitled payment.

The department shall hold the payment which offsets the
liquidated sum due and payable for a period not to exceed 45
days while awaiting notification from the agency as to the
amount required to satisfy the person’s or entity’s debt to the
state.  If notification is not made to the department by the
state agency within 45 days, the amount of the payment shall
be released to the person or entity.

The department will make the offset only after the state
agency has notified the debtor as prescribed in subrule
40.4(4).  The department shall then refund any balance
amount due from the state to the person or entity.

11—40.6(80GA,ch145)  Multiple claims—priority of pay-
ment.  In the case of multiple claims to payments filed under
2003 Iowa Acts, chapter 145, section 86, after satisfaction of
the provisions of Iowa Code section 422.73, priority shall be
given to claims filed by the child support recovery unit or the
foster care recovery unit.  Next priority shall be given to
claims filed by the college student aid commission.  Next
priority shall be given to claims filed by the office of inves-
tigations.  Next priority shall be given to claims filed by a
clerk of the district court.  Last priority shall be given to
claims filed under 2003 Iowa Acts, chapter 145, section 86.

The order of priority for offset against multiple claims by
more than one state agency shall be determined by the date
the liability was listed with the department.  Subsequent en-
tries of claims by state agencies shall be offset in order of the
date the listing was made with the department.

11—40.7(80GA,ch145)  Payments of offset amounts.  Pay-
ments to the agency requesting the offset shall be made by the
department on the twenty-fifth day of each month.

11—40.8(80GA,ch145)  Reimbursement for offsetting lia-
bilities.  Costs incurred by the department in administering
the offset program will be charged to the state department re-
questing offset.  The costs will be deducted from the gross
proceeds collected through offset and may include direct ex-
penses such as salaries, supplies, equipment, and system
modification and development costs; or indirect costs such as
space, security, or utility costs.  If the above-described proce-
dure is prohibited by paramount state or federal law, the direc-
tor shall allow reimbursement in a manner which conforms to
the paramount law.

11—40.9(80GA,ch145)  Confidentiality of information.
Information shared between state agencies shall be deemed
confidential and shall be disclosed only to the extent that suf-
ficient information is given that is relevant to the identifica-

ADMINISTRATIVE SERVICES DEPARTMENT[11](cont’d)
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tion of persons liable to or claimants of state agencies.  The
information is to be used for the purpose of offset only.

JUDICIAL OFFSET PROCEDURES

11—40.10(80GA,ch145)  Incorporation by reference.  In
providing judicial offset procedures, the department incorpo-
rates by reference the following rules and subrules to be ap-
plied to the substance and procedure under this heading:

1. 11—40.2(80GA,ch145)  Scope and purpose.
2. 11—40.3(80GA,ch145)  Participation guidelines.
3. 11—subrule 40.4(1)  Duties of the agency—notifica-

tion to the department.
4. 11—subrule 40.4(2)  Duties of the agency—change in

status of debt.
5. 11—subrule 40.4(3)  Duties of the agency—semi-

annual certification of file.
6. 11—40.5(80GA,ch145)  Duties of the department—

performance of the offset.
7. 11—40.7(80GA,ch145)  Payments of offset amounts.
8. 11—40.8(80GA,ch145)  Reimbursement for offset-

ting liabilities.
9. 11—40.9(80GA,ch145)  Confidentiality of informa-

tion.

11—40.11(80GA,ch145)  Definitions.  The definitions set
forth in 11—40.1(80GA,ch145) are incorporated by refer-
ence and are applicable to rules 11—40.10(80GA,ch145) to
40.16(80GA,ch145) except the definitions of “‘liability’ or
‘debt’” and “offset” which shall be defined for the purpose of
these rules as follows:

“Liability” or “debt” means any liquidated sum due and
owing to any clerk of the Iowa district court which has ac-
crued through the following means including, but not limited
to, fines, judgments, court costs, or any legal theory regard-
less of whether there is an outstanding judgment for that sum.
Before setoff, the amount of a person’s original liability to a
state agency must be at least $50, unless otherwise provided
as based on the discretion of the department.

“Offset” means to set off or compensate any clerk of the
Iowa district court which has a legal claim against a person or
entity where there exists a person’s valid claim on a state
agency that is in the form of a liquidated sum due, owing and
payable.  Before setoff, the amount of a person’s claim on a
state agency shall be at least the minimum amount as indi-
cated in the definition of “‘liability’ or ‘debt’” as set forth in
this rule.  If the source of a person’s claim is a tax refund or
tax rebate, the minimum will be $25.

11—40.12(80GA,ch145)  Applicability and procedure.
For liabilities accrued and owing to any and all clerks of the
Iowa district court, the department shall issue a written notice
informing any person having a valid claim against a state
agency that an offset will be performed against the claim.  The
department will perform the offsets for such clerks as pro-
vided in 2003 Iowa Acts, chapter 145, section 86, and the de-
partment will send a written notice to the person liable for
such a liability prior to and after the offset has been per-
formed.  Subsequently, the department will also provide ad-
ministrative procedures and available remedies for contesting
the validity of such an offset.  The Iowa district court will pro-
vide the procedures and remedies for challenging the under-
lying liability at issue.  This rule applies only to liabilities and
debts owed to the clerks of the Iowa district court.

11—40.13(80GA,ch145)  Notice of offset.  The department
shall send written notification of the offset to the person that
has a valid claim against any state agency that is a liquidated

sum, due and payable and in which such a person is liable for a
liability owed to any and all clerks of the Iowa district court
within ten calendar days from the date the department is noti-
fied by the judicial branch of the uncollected liability.  This
notification must include:

1. The judicial branch’s right to the payment in question;
2. The judicial branch’s right to recover the payment

through the offset procedure;
3. The basis of the judicial branch’s case in regard to the

debt;
4. The right of the person who owes the liability to re-

quest, within 15 days of the mailing of the notice, that the
payment between parties be split when the payment in ques-
tion is jointly owned or otherwise owned by two or more per-
sons;

5. The right of the person liable to contest the right of
offset and the validity of such offset with the department by
mailing, to the department’s legal counsel, a protest within 15
days of the mailing of such notice, and that the procedure to
follow in that appeal will conform, according to the context,
to the rules of the department involving protests and con-
tested case proceedings in 401—Chapter 6.

6. The name of the agency or division and the telephone
number for the person liable for the liability to contact con-
cerning questions regarding the validity of the offset and the
procedures for the offset;

7. That the person liable for the liability has the opportu-
nity to contest the validity and amount of the liability by
mailing, within 15 days of mailing of the notice of offset, a
written application to contest the liability to the appropriate
clerk of the Iowa district court; and

8. The name of the clerk of the district court and the tele-
phone number for the person liable for the liability to contact
concerning questions relating to the validity of the underly-
ing liability and regarding the validity of the amount owed.

11—40.14(80GA,ch145)  Procedure for contesting.  A per-
son liable for a liability under this heading may contest the va-
lidity or amount of the underlying liability by mailing written
notification of the person’s intent to contest such a liability to
the appropriate clerk of the Iowa district court.  The Iowa dis-
trict court will provide the person liable with the procedure
and remedies for contesting the validity and amount of the un-
derlying liability.

A person liable for a liability payable to the judicial branch
that has been deemed qualified for offset may contest the va-
lidity of the offset or the right of the offset by mailing written
notification to the Department of Administrative Services,
Legal Counsel, Hoover State Office Building, Level A-
South, Des Moines, Iowa 50319.  The department will pro-
vide the procedure and remedies for contesting the validity of
the offset and right of offset pursuant to the applicable con-
tested case rules set forth in 401—Chapter 6.

If a person liable to the judicial department gives written
notice of intent to contest either the validity or the amount of
the liability or the validity of the offset or right of offset, the
judicial department and the department will hold a payment
in abeyance until the final disposition of the contested liabil-
ity or offset.

11—40.15(80GA,ch145)  Postoffset notification and pro-
cedure.  Following the offset, the department will notify the
person liable that the offset was performed.  It is the responsi-
bility of the department to make payment to the person liable
to the Iowa district court clerk of any amount to which the
Iowa district court clerk is not entitled to receive under the
offset, in accordance with established procedures.

ADMINISTRATIVE SERVICES DEPARTMENT[11](cont’d)



1129IAB 12/24/03 FILED EMERGENCY

11—40.16(80GA,ch145)  Report of satisfaction of obliga-
tions.  At least monthly, the department will file with the clerk
of the district court a notice of satisfaction of each obligation
to the full extent of all moneys collected in satisfaction of the
obligation.  No additional or separate written notice from the
department regarding the performed offsets is required.

These rules are intended to implement Iowa Code sections
422.16, 422.20 and 422.72 as amended by 2003 Iowa Acts,
chapter 145, sections 256 and 257, and 422.73 and 2003 Iowa
Acts, chapter 145, section 86.

[Filed Emergency 12/5/03, effective 12/17/03]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3029B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Adopted and Filed Emergency After Notice

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
amends Chapter 7, “Iowa Jobs Training Program,” and
Chapter 20, “Accelerated Career Education (ACE) Pro-
gram,” Iowa Administrative Code.

Notice of Intended Action was published in the Iowa Ad-
ministrative Bulletin on September 17, 2003, as ARC
2755B.

These amendments update the rules to incorporate legisla-
tive changes enacted during the 2003 Session of the General
Assembly.  The amendments to Chapter 7 add two new com-
ponents:  job retention and projects funded with moneys from
the Grow Iowa Values Fund.  The amendments to Chapter 20
add new rules applicable to applications for projects funded
with moneys from the Grow Iowa Values Fund.

A public hearing to receive comments about the proposed
amendments was held on October 8, 2003.  The following
comments were received:

Concern was raised regarding the severity of the disallow-
ance requirement under the retention program.  Comments
were received in regard to the need to enhance the skills of
prospective employees that a business would hire if some re-
medial skills training could be provided.  Additionally, it was
requested that IDED implement the amendments on an emer-
gency basis because of pending projects.

Based on these comments, the following changes were
made to the Notice:

1. Subrule 7.9(2) was amended to add new lettered para-
graph “j” to allow preemployment training for prospective
employees as a cost eligible for program funding under
Chapter 260F projects.

2. Subrule 7.28(11) was amended to allow repayment of
moneys which have been provided to a company as an award
under the job retention program to be prorated if the compa-
ny ceases business operation or does not maintain its pres-
ence at the workplace location for ten years.  Without such a
revision, a company which had maintained its presence at a
workplace location for 9 years, 11 months, would have to pay
back the entire award.  This change provides for a more equi-
table repayment.

The Department finds, pursuant to Iowa Code section
17A.5(2)“b”(2), that the normal effective date of the amend-
ments, 35 days after publication, should be waived and the
amendments be made effective on November 20, 2003, upon
filing.  An emergency implementation is of benefit to the
public because a number of projects and potential projects re-
quire immediate attention and may not occur or would be im-
paired should funding not be available in the short term.

The Iowa Department of Economic Development adopted
these amendments on November 20, 2003.

These amendments are intended to implement Iowa Code
chapters 260F and 260G as amended by 2003 Iowa Acts,
First Extraordinary Session, House Files 692 and 683.

These amendments became effective on November 20,
2003.

The following amendments are adopted.

ITEM 1.  Amend subrule 7.9(2) by adding the following
new lettered paragraph “j”:

j. Preemployment training for prospective employees.

ITEM 2.  Amend 261—Chapter 7 by renumbering rules
261—7.28(260F) to 7.33(260F) as 261—7.30(260F) to
261—7.35(260F) and adopting the following new rules:

261—7.28(80GA,HF692,HF683) Special requirements
for job retention program projects.

7.28(1)  Purpose.  The purpose of the job retention pro-
gram established by 2003 Iowa Acts, First Extraordinary
Session, House File 683, is to provide training to employees
of businesses that are major employers in the state and that
are incurring a major investment in retooling at their facili-
ties in order to be more competitive in the world marketplace.

7.28(2)  Definitions.  In addition to the definitions in rule
261—7.3(260F), the following definitions shall apply to the
job retention program:

“Act” means 2003 Iowa Acts, First Extraordinary Session,
House File 683, section 77, in which the job retention pro-
gram is established.

“Grow Iowa values board” means the board established by
2003 Iowa Acts, First Extraordinary Session, House File
692, section 78.

“Grow Iowa values fund” means the fund established by
2003 Iowa Acts, First Extraordinary Session, House File
692, section 84.

“Participating business” means a business for which a job
retention project is being undertaken.

“Workplace” means the facility where new capital invest-
ment and employment are occurring and that meets the re-
quirements of the job retention program.

7.28(3)  Eligibility requirements.
a. To be eligible, a business shall meet one of the follow-

ing requirements:
(1) Employ at least 1000 employees at the workplace

location; or
(2) Represent at least 4 percent or more of the county’s

resident labor force as based upon the most recent annual la-
bor force statistics from the department of workforce devel-
opment; and

b. To be eligible, a business shall meet both of the fol-
lowing requirements:

(1) Provide a commitment that the participating business
shall invest at least $15 million to retool the workplace and
upgrade the facilities of the participating business; and

(2) Provide a commitment that the participating business
shall not move the business operation out of this state or close
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the business operation for at least ten years following the date
of the agreement.

7.28(4)  Funding assistance.  Assistance under this pro-
gram may be provided under a multiyear agreement with
training to be conducted over multiple fiscal years.

7.28(5)  Application.  The community college and busi-
ness shall submit to the department an application in a form
and manner as prescribed by the department.

7.28(6)  Type of training allowed.  Training costs as al-
lowed in Iowa Code chapter 260F and 261—Chapter 7 are
allowed under the job retention program.

7.28(7)  Match requirements.  Training projects funded
through the job retention program of the grow Iowa values
fund shall have a match provided by the business of at least
25 percent of the project’s training costs.  Match may include
a pro-rata cost of equipment used during the period of struc-
tured training on the equipment.

7.28(8)  Application review.  Applications will be re-
viewed utilizing the scoring criteria established under rule
261—7.21(260F).  Additional considerations for job reten-
tion program applications include the size of the investment
that necessitates the training needs, time period over which
investment is to occur, and number of employees to be
trained.

7.28(9)  Agreement.
a. The agreement between the participating business,

community college and department  shall include, but not be
limited to, the following:

(1) The date of the agreement;
(2) The anticipated number of employees to be trained;
(3) The estimated cost of training;
(4) A statement regarding the number of employees

employed by the participating business on the date of the
agreement, which must equal at least the lesser of 1000 em-
ployees or 4 percent or more of the county’s resident labor
force based on the most recent annual labor force statistics
from the department of workforce development;

(5) A commitment that the participating business shall in-
vest at least $15 million to retool the workplace and upgrade
the facilities of the participating business;

(6) A commitment that the participating business shall
not move the business operation out of this state or close the
business operation for at least ten years following the date of
the agreement;

(7) Other conditions established by the Iowa department
of economic development;

(8) Time frame in which the investment in retooling is to
occur at the affected workplace;

(9) Time frame in which training is to occur;
(10) Type of training to be undertaken.
b. A job retention project agreement entered into pur-

suant to this rule must be approved by the board of trustees of
the applicable community college, the Iowa department of
economic development, and the participating business.

c. Awards under the job retention program that exceed
$1 million shall require approval by the grow Iowa values
board.

7.28(10)  Reporting requirements.
a. A community college that enters into an agreement

pursuant to this chapter shall submit to the grow Iowa values
board an annual written report, in a manner and form pre-
scribed by the department, by the end of each calendar year.
The report shall provide information regarding how the
agreement affects the achievement of the goals and perfor-
mance measures provided in the Act.  By January 15 of each
year, the department shall submit a written report to the gen-

eral assembly and the governor regarding the activities of the
job retention program during the previous calendar year.

b. The annual progress report submitted by the commu-
nity colleges shall include the information as provided in
261—Chapter 9.

7.28(11)  Events of default, options and procedures on de-
fault, remedies upon default. Rules 261—7.30(260F) to
7.32(260F) shall apply to the job retention program.  In addi-
tion, should the business cease operation or not maintain its
presence at the workplace location for ten years following the
date of the agreement, the award shall be repaid by the busi-
ness, prorated over the number of years remaining in the re-
quired ten-year period.

261—7.29(80GA,HF692,HF683)  Special requirements
for projects funded through the grow Iowa values fund.
Moneys allocated through the grow Iowa values fund to the
workforce training and economic development funds of each
community college for a fiscal year may be expended for the
purposes allowed under Iowa Code chapter 260F, provided
the use meets the requirements established under 261—
Chapter 9.  Moneys allocated under the workforce training
and economic development fund are targeted primarily for
use in projects in the areas of advanced manufacturing; infor-
mation technology and insurance; and life sciences, which in-
clude the areas of biotechnology, health care technology, and
nursing care technology.

7.29(1)  Exemption for award limits and grow Iowa values
board approval.  Moneys under this rule will be exempt from
maximum award limits as covered under subrules 7.5(1) and
7.5(2), and 7.6(1) and 7.6(2).  Applications to be awarded
from workforce training and economic development funds as
appropriated from grow Iowa values moneys that are to ex-
ceed $1 million require approval of the grow Iowa values
board.

7.29(2)  Availability of workforce training and economic
development funds.  For a community college to utilize the
funds afforded under the grow Iowa values fund for 260F
projects, the college shall prepare and submit to the depart-
ment a two-year implementation plan regarding the proposed
uses of the grow Iowa values moneys.  The plan shall be up-
dated annually and submitted with a progress report to the de-
partment to be approved by the grow Iowa values board.
This reporting requirement will be accomplished as de-
scribed in 261—Chapter 9.

ITEM 3.  Amend 261—Chapter 7, implementation sen-
tence, as follows:

These rules are intended to implement 2003 Iowa Acts,
First Extraordinary Session, House File 692, and Iowa Code
chapter 260F as amended by 2001 2003 Iowa Acts, House
File 718 First Extraordinary Session, House File 683, sec-
tion 24.

ITEM 4.  Amend 261—Chapter 20 by adopting the fol-
lowing new division:

DIVISION V - WORKFORCE TRAINING AND ECONOMIC
DEVELOPMENT PROGRAM OPERATING COSTS

261—20.19(80GA,HF692,HF683) Grow Iowa values
fund assistance.  Moneys allocated through the grow Iowa
values fund to the workforce training and economic develop-
ment funds to each community college for a fiscal year may
be expended for the purposes allowed under Iowa Code sec-
tion 260G.3, provided the use meets the requirements estab-
lished under 261—Chapter 9.  Moneys allocated under the
workforce training and economic development fund are tar-
geted primarily for use in projects in the areas of advanced

ECONOMIC DEVELOPMENT, IOWA DEPARTMENT OF[261](cont’d)



1131IAB 12/24/03 FILED EMERGENCY

manufacturing; information technology and insurance; and
life sciences, which include the areas of biotechnology, health
care technology, and nursing care technology.

20.19(1)  Use of funds.  Moneys from a workforce training
and economic development fund created in 2003 Iowa Acts,
First Extraordinary Session, House File 683, section 76, may
be used for program operating costs of an approved 260G
project.  Such use may be authorized in an agreement be-
tween a community college and an employer.  The amount of
grow Iowa values funds available to any single 260G project
shall be determined in the same manner as program job cred-
its under subrule 20.15(1).  Workforce training and economic
development funds may be used in lieu of program job cred-
its or in addition to program job credits.

20.19(2)  Availability of workforce training and economic
development funds.  In order for a community college to uti-
lize the funds afforded under the grow Iowa values fund for
program operating costs of 260G projects, the college shall
prepare and submit to the department a two-year imple-
mentation plan regarding the proposed uses of the grow Iowa
values moneys.  The plan shall be updated annually and sub-
mitted with a progress report to the department to be ap-
proved by the grow Iowa values board.  This reporting
requirement will be accomplished as described in 261—
Chapter 9.

20.19(3)  Awards in excess of $1 million.  Applications to
be awarded from workforce training and economic develop-
ment funds as appropriated from grow Iowa values moneys
that are to exceed $1 million require approval of the grow
Iowa values board.

ITEM 5.  Amend 261—Chapter 20, implementation sen-
tence, as follows:

These rules are intended to implement Iowa Code Supple-
ment chapter 260G as amended by 2000 2003 Iowa Acts,
chapter 1196 First Extraordinary Session, House Files 692
and 683, and 2000 Iowa Acts, chapter 1225.

[Filed Emergency After Notice 11/20/03, effective 11/20/03]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3028B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Adopted and Filed Emergency After Notice

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
adopts new Chapter 9, “Workforce Training and Economic
Development Funds,” Iowa Administrative Code.

Notice of Intended Action was published in the Iowa Ad-
ministrative Bulletin on September 17, 2003, as ARC
2754B.  The Iowa Department of Economic Development
adopted these rules on November 20, 2003.

This amendment updates the rules to incorporate legisla-
tive changes enacted during the 80th General Assembly, First
Extraordinary Session.  This new chapter establishes the
workforce training and economic development funds for
each community college, describes how moneys are made
available to community colleges, defines allowable uses for

the moneys, and establishes reporting requirements for proj-
ects involving grow Iowa values moneys.

A public hearing to receive comments about the proposed
amendment was held on October 8, 2003.  The following
comments were received:

The need for an allocation method to allow the community
colleges to obtain the funds for disbursement on eligible ac-
tivities was expressed.

Clarification of the time frame to submit community col-
lege plans and progress reports for the funds was requested.

A request to insert the definition of “career academy” as
developed by the Department of Education was made.

A request was received for clarification that, even though
the funding source is Grow Iowa Values Fund, the existing
260F and 260G rules apply to applications for GIVF.

Comments were received about access to the programs by
other entities and criteria restricting businesses from utilizing
funds.

Other comments received were in regard to providing
proper terminology and removing duplicative language, and
performance criteria related to tracking students after they
complete programs funded under the Workforce Training
and Economic Development fund.

Additionally, a request was made that IDED implement
the amendments on an emergency basis because of pending
projects.

Based on these comments, the following changes were
made to the proposed rules:

1. In rule 261—9.2(80GA,HF683,HF692), the defini-
tion of “agreement” was not adopted because it is unneces-
sary.

2. Rule 261—9.3(80GA,HF683,HF692) was amended
to clarify that each community college is to establish its own
workforce training and economic development fund and that
the Department shall make deposits to the fund on a quarterly
or more frequent basis based on the allocation as determined
by the distribution formula.

3. Rule 261—9.4(80GA,HF683,HF692), introductory
paragraph, was amended to provide transitional language for
the first fiscal year.  This rule requires that for the first fiscal
year a community college must adopt a two-year workforce
training and economic development fund plan outlining the
community college’s proposed use of the moneys prior to re-
ceiving its allocation of moneys.  The other requirements of
rule 261—9.4(80GA,HF683,HF692) apply to the subse-
quent fiscal year allocations.

4. Subrule 9.5(3) was amended to cite the rule that de-
fines “career academy” adopted by the Iowa Department of
Education.

5. Subrule 9.6(1) was amended to clarify that the subrule
applies only to projects that meet the requirements of Iowa
Code chapter 260F.

6. Subrule 9.6(2) was amended to clarify that the subrule
applies only to projects that meet the requirements of Iowa
Code chapter 260G.

7. Rule 261—9.7(80GA,HF683,HF692), introductory
paragraph and subrule 9.7(1), were amended to provide tran-
sitional language for the first year of the fund.  In addition,
the language parallels that of 2003 Iowa Acts, First Extraor-
dinary Session, House File 683, section 76, in that the plan is
to be submitted to the Iowa Department of Economic Devel-
opment and a copy is to be filed with the Grow Iowa Values
Board.  The language also parallels that of House File 683,
section 76, by making reference to vocational and technical
training projects and in-service training and retraining proj-
ects.  The revisions to the language allow the rule to encom-
pass all aspects of allowable spending.
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8. Subrule 9.8(1) was amended to require community
colleges that are receiving an allocation of moneys to file an
annual progress report.  Since the definition of “agreement”
was not adopted, the rewording of the subrule adequately de-
scribes the community colleges that are required to file the
report.  The date by which the progress report is to be sub-
mitted was changed to April 30 of each year to correspond
with the same date in subrule 9.4(3).

9. Paragraphs 9.8(2)“d” and “e” were amended to com-
bine subparagraphs (3) and (4) which require a listing of the
number of job placements in Iowa for students completing
programs.  This change led to the revision of proposed sub-
paragraph (4) of paragraph “d” and subparagraph (5) of para-
graph “e” in order to measure the results in a positive rather
than a negative manner.

10. Subrule 9.8(3) was not adopted, a change which elimi-
nates almost identical language that is contained in subrule
9.9(1).

The Department finds, pursuant to Iowa Code section
17A.5(2)“b”(2), that the normal effective date of the amend-
ment, 35 days after publication, should be waived and the
rules be made effective upon filing on November 20, 2003.
An emergency adoption is of benefit to the public because a
number of projects and potential projects require immediate
attention and may not occur or would be impaired should
funding not be available in the immediate short term.

These rules are intended to implement 2003 Iowa Acts,
First Extraordinary Session, House Files 683 and 692.

These rules became effective November 20, 2003.
The following new chapter is adopted.

CHAPTER 9
WORKFORCE TRAINING AND ECONOMIC

DEVELOPMENT FUNDS

261—9.1(80GA,HF683,HF692)  Purpose.  The purpose of
the workforce training and economic development funds is to
provide revenue for each community college to address the
workforce development needs of the state with the primary
focus of providing training and retraining of Iowa workers to
develop the skills of employees employed in targeted indus-
tries or to address a workforce development need of a targeted
industry.  Moneys are appropriated for each community col-
lege fund from the grow Iowa values fund.

261—9.2(80GA,HF683,HF692)  Definitions.
“Community college” or “college” means a community

college established under Iowa Code chapter 260C.
“Department” or “IDED” means the Iowa department of

economic development created in Iowa Code chapter 15.
“Fund” or “funds” means the workforce training and eco-

nomic development funds created by 2003 Iowa Acts, First
Extraordinary Session, House File 683, section 78, and allo-
cated to each community college.

“GIVF” or “grow Iowa values fund” means moneys ap-
propriated to the grow Iowa values fund established by 2003
Iowa Acts, First Extraordinary Session, House File 692, sec-
tion 84.

“Grow Iowa values board” or “GIVF board” means the
grow Iowa values board created by 2003 Iowa Acts, First Ex-
traordinary Session, House File 692, section 78.

“Iowa economic development board” or “IDED board”
means the Iowa economic development board established in
Iowa Code section 15.103.

“Project” means a training or educational activity funded
with grow Iowa values funds.

261—9.3(80GA,HF683,HF692)  Funds allocation.  The
department shall allocate moneys, appropriated by the gener-
al assembly or other moneys accepted by the department, for
the workforce training and economic development fund es-
tablished for each community college by utilizing the most
current distribution formula that is used for the allocation
of state general aid to the community colleges available on
July 1 of the fiscal year for which funds are being allocated.
Each community college shall establish a workforce training
and economic development fund account within its college
accounting system into which the department shall make de-
posits of the allocated moneys.  The deposits shall be made
quarterly or on a more frequent basis.  Moneys that are not
used and that remain in a community college’s fund at the end
of a fiscal year shall remain available to that college for ex-
penditure in subsequent fiscal years.

261—9.4(80GA,HF683,HF692)  Community college
workforce and economic development plan and progress
report.  For the fiscal year beginning July 1, 2003, each com-
munity college, prior to receiving its allocation, shall adopt
and submit to the department with a copy filed with the GIVF
board a two-year workforce training and economic develop-
ment plan that outlines the community college’s proposed use
of the grow Iowa values fund moneys allocated to the com-
munity college.  For the fiscal year beginning July 1, 2004,
and each fiscal year thereafter, each community college, to re-
ceive its allocation for the forthcoming fiscal year, shall pre-
pare and submit to the department for the GIVF board the fol-
lowing items prior to the start of the forthcoming fiscal year:

9.4(1)  Two-year workforce training and economic devel-
opment fund plan.  Each college shall adopt a two-year work-
force training and economic development fund plan that out-
lines the community college’s proposed use of the grow Iowa
values fund moneys appropriated to its fund.  Plans shall be
based on fiscal years and must be submitted to the depart-
ment by April 30 prior to the forthcoming fiscal year alloca-
tion.

9.4(2)  Plan updates.  Plans shall be updated annually out-
lining proposed uses for the next two fiscal years, and must
be submitted to the department by April 30 prior to the forth-
coming fiscal year allocation.

9.4(3)  Progress reports.
a. Each college shall prepare an annual progress report

on the two-year plan’s implementation.  This progress report
shall address the following goals and performance measures
established by the general assembly for the GIVF:

(1) Expanding and stimulating the state’s economy;
(2) Increasing the wealth of Iowans; and
(3) Increasing the population of the state.
b. The report shall be submitted in a manner and form as

prescribed by IDED and shall meet the requirements of rule
261—9.8(80GA,HF683,HF692).

c. Each college shall annually submit the two-year plan
and progress report to the department in a manner prescribed
by these rules, and annually file a copy of the plan and prog-
ress report with the grow Iowa values board.  Plans and prog-
ress reports shall be submitted to IDED by April 30.  For the
fiscal year beginning July 1, 2004, and each fiscal year there-
after, a community college shall not have moneys deposited
in the workforce training and economic development fund of
that community college unless the grow Iowa values board
has approved the annual progress report of the community
college.

261—9.5(80GA,HF683,HF692)  Use of funds.  Moneys de-
posited into each community college fund shall be used for
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the following purposes, provided that 70 percent of the mo-
neys be used on projects in the areas of advanced manufactur-
ing; information technology and insurance; and life sciences,
which include the areas of biotechnology, health care tech-
nology and nursing care technology:

9.5(1)  Projects in which an agreement between a commu-
nity college and an employer located within the community
college’s merged area meets all of the requirements of the ac-
celerated career education (ACE) program pursuant to Iowa
Code chapter 260G and IDED rules for the ACE program,
261—Chapter 20.

9.5(2)  Projects in which an agreement between a commu-
nity college and a business meets all the requirements of the
Iowa jobs training Act under Iowa Code chapter 260F and
IDED’s administrative rules in 261—Chapter 7.

9.5(3)  For the development and implementation of career
academies designed to provide new career preparation op-
portunities for high school students that are formally linked
with postsecondary career and technical education programs.
“Career academy” means a program of study that combines a
minimum of two years of secondary education with an asso-
ciate degree in a career preparatory program.  A diploma or
certificate may be provided as options within the associate
degree program.  The career academy is a program of study
that is nonduplicative, sequential, and ensures that the course
of study is skill standards-based, integrates academic and
technical instruction, utilizes work-based and work site
learning where appropriate and available, utilizes an individ-
ual career planning process with parent involvement, and
prepares an individual for entry and advancement in a high-
skill and rewarding career field as specified in 2003 Iowa
Acts, First Extraordinary Session, chapter 2, section 76.  A
career academy may include articulation of the community
college associate degree to a baccalaureate degree.  “Nondu-
plicative” means that the postsecondary component of the ca-
reer academy is not currently offered at a participating secon-
dary school.  This definition is set forth in rule 281—
47.1(260C) adopted by the Iowa department of education.

9.5(4)  Programs and courses that provide vocational and
technical training and programs for in-service training and
retraining under Iowa Code section 260C.1, subsections 2
and 3.  As it pertains to Iowa Code section 260C.1, subsec-
tion 2, vocational and technical training shall mean new or
expanded vocational coursework that has Iowa department
of education approval and that results in the conferring of a
diploma, degree, or certificate.  The enhancement of academ-
ic core courses within the vocational program is also eligible.
As it pertains to Iowa Code section 260C.1, subsection 3, eli-
gible activities shall be short-term training and retraining
projects.

9.5(5)  Job retention program projects as authorized by
2003 Iowa Acts, First Extraordinary Session, House File
683, section 77, and IDED administrative rules in 261—
Chapter 7.

261—9.6(80GA,HF683,HF692)  Approval of projects.
Activity within each fund will be reviewed by the department
to aid in ensuring that the college’s fund is meeting the re-
quirement that 70 percent of the moneys allocated to the com-
munity college fund shall be used for projects in the areas of
advanced manufacturing; information technology and insur-
ance; and life sciences, which include the areas of biotechnol-
ogy, health care technology, and nursing care technology.
Any individual project using over $1 million of moneys from
a workforce training and economic development fund shall
require prior approval from the grow Iowa values board.  The

following procedures apply for approval of activities to be as-
sisted by the grow Iowa values fund:

9.6(1)  Projects which meet all of the requirements of the
Iowa jobs training Act under Iowa Code chapter 260F will be
reviewed and approved by the department under the applica-
ble scoring criteria as found in 261—Chapter 7, Iowa Jobs
Training Program.

9.6(2)  Projects which meet all of the requirements of the
accelerated career education (ACE) program pursuant to
Iowa Code chapter 260G will be reviewed and approved by
the department under the applicable scoring criteria as found
in 261—Chapter 20, Accelerated Career Education Program.

9.6(3)  For career academies, projects shall meet the re-
quirements of career academies as described in subrule
9.5(3).

9.6(4)  Vocational and technical training projects shall
meet the requirements of new or expanded vocational and
technical training.

9.6(5)  In-service training and retraining projects shall
meet the requirements for short-term training and retraining.

261—9.7(80GA,HF683,HF692)  Community college
workforce and economic development plan.  A community
college shall adopt a plan describing how the college pro-
poses to use moneys allocated from the grow Iowa values
fund for the forthcoming two years.  For the fiscal year begin-
ning July 1, 2003, the plan shall be submitted to the depart-
ment with a copy filed with the GIVF board prior to the com-
munity college’s receiving its allocation.  For the fiscal year
beginning July 1, 2004, and each fiscal year thereafter, the
plan shall be submitted to the department and a copy filed
with the grow Iowa values board prior to the beginning of the
first fiscal year that is included in the plan.  The plan shall in-
clude, at a minimum:

9.7(1)  How the allocation will be distributed for the al-
lowable uses of ACE, Iowa jobs training program, career
academies, vocational and technical training projects, and in-
service training and retraining projects;

9.7(2)  The proposed amount of funds for use in the areas
of advanced manufacturing; information technology and in-
surance; and life sciences, which include the areas of bio-
technology, health care technology, and nursing care technol-
ogy;

9.7(3)  Under each proposed use, to what specific uses the
funds would be directed;

9.7(4)  The number of businesses proposed to be served or
industry’s training needs to be met by proposed distribution
of funds;

9.7(5)  The number of students or individuals proposed to
be served;

9.7(6)  Private investment, actual or proposed, that a busi-
ness has incurred or will incur that creates the need for train-
ing;

9.7(7)  Documentation, as necessary, to verify the above-
listed factors.

261—9.8(80GA,HF683,HF692)  Reporting.
9.8(1)  Each community college that receives an allocation

of moneys under rule 261—9.4(80GA,HF683,HF692) shall
submit to the grow Iowa values board by April 30 of each
year an annual written report regarding the accomplishments
of the projects funded through the workforce training and
economic development fund for the fiscal year, in a manner
and form prescribed by the department.  The report shall pro-
vide information regarding how projects aided by the com-
munity college’s workforce training and economic develop-
ment fund are meeting the goals and performance measures
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of the grow Iowa values fund, as described in 2003 Iowa
Acts, First Extraordinary Session, House File 692, section
83, and have resulted in an increase in the number of higher
education graduates.

9.8(2)  The report shall include, but not be limited to, re-
port forms as provided under each of the programs and the
following additional reports:

a. For 260F projects, the college shall provide documen-
tation of the state’s return on investment for projects funded
by grow Iowa values moneys.  Such measures may include:

(1) Quantification of, as a result of the training assistance
provided, annual monetary cost savings or sales increases at-
tributed by the business; and

(2) The increase in wage or salary for individuals trained
as a result of the projects using Iowa values funds for individ-
ual projects.

b. For the job retention program, the college shall pro-
vide documentation of the state’s return on investment for
projects funded by grow Iowa values fund moneys.  Such
measures may include:

(1) Quantification of, as a result of the training assistance
provided, annual monetary cost savings or sales increases at-
tributed by the business;

(2) The increase in wage or salary for individuals trained
as a result of the projects using Iowa values funds for individ-
ual projects;

(3) Documentation of capital investment that creates the
need for training activities funded through the grow Iowa
values fund;

(4) Payroll for facility affected and documentation of the
number of employees and wages paid.

c. For 260G projects:
(1) Increase in number of individuals enrolled in 260G

programs;
(2) The number of graduates;
(3) Number of job placements of students who complete

programs;
(4) Number of job placements in Iowa;
(5) Number of job placements with participating compa-

nies.
d. For projects funded under Iowa Code section 260C.1,

subsections 2 and 3:
(1) Increase in number of individuals enrolled in pro-

grams;
(2) The number of graduates;
(3) Number of job placements of students who complete

programs;
(4) Increase in student retention in programs at the post-

secondary level.
e. For career academies projects:
(1) Increase in number of individuals enrolled in pro-

grams;
(2) The number of graduates;
(3) Number of job placements in Iowa for students com-

pleting programs, if applicable;
(4) Increase in student retention in programs at the post-

secondary level;
(5) Reduction in the number of students needing remedi-

ation at the postsecondary level.
9.8(3)  By January 15 of each year, the department shall

submit a written report to the general assembly and the gov-
ernor regarding the activities funded by the job retention pro-
gram during the previous calendar year.

261—9.9(80GA,HF683,HF692)  Annual progress report
approval.

9.9(1)  For the fiscal year beginning July 1, 2004, and each
fiscal year thereafter, a community college shall not have
moneys deposited in the workforce training and economic
development fund of that community college unless the grow
Iowa values board approves the annual progress report of the
community college.

9.9(2)  The board may reject a progress report for the fol-
lowing reasons, including but not limited to:

a. Information or data is incomplete;
b. Report does not address how grow Iowa values goals

and performance measures have been met;
c. Fund is determined not to meet the goals and perfor-

mance measures established under the grow Iowa values
fund;

d. Use of funds fails to meet the college’s two-year plan;
e. Seventy percent of the fund is not used for projects in

the areas of advanced manufacturing; information technolo-
gy and insurance; and life sciences, which include the areas
of biotechnology, health care technology, and nursing care
technology.

261—9.10(80GA,HF683,HF692)  Options upon default or
noncompliance.

9.10(1)  Should the board not accept a college’s annual
progress report, the college shall be subject to the following
actions as prescribed by the GIVF board based upon the se-
verity of the noncompliance or default, including but not lim-
ited to:

a. Repayment of funds deemed ineligible or deemed not
to meet the purposes of the grow Iowa values fund;

b. Withholding of a portion of new fiscal year moneys
based upon amounts awarded deemed to be ineligible;

c. Tighter oversight and control of the college’s fund by
the department;

d. Loss of funds for one year;
e. Other action as deemed appropriate by the board.
9.10(2)  Compliance with applicable labor laws.  Recipi-

ents shall operate all projects in compliance with state and
federal health, safety, equal opportunity, and other applicable
labor laws.

These rules are intended to implement 2003 Iowa Acts,
First Extraordinary Session,  House Files 683 and 692.

[Filed Emergency After Notice 11/20/03, effective 11/20/03]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3031B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Adopted and Filed Emergency

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
adopts amendments to Chapter 23, “Iowa Community De-
velopment Block Grant Program,” Iowa Administrative
Code.

The amendments raise the ceiling for grants made under
the job creation, retention and enhancement set-aside portion
of the program and establish the threshold for wages at 100
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percent of the average county wage or 100 percent of the av-
erage regional wage.  It also raises the set-aside amount to 25
percent of the annual allocation of funds.  A transition provi-
sion is provided for applicants that will have fully completed
preapplications pending before the Department prior to the
January 1, 2004, effective date of these amendments, or fully
completed preapplications that are postmarked or E-mailed
to the Department by the close of business on December 31,
2003.  These applications will be evaluated using the rules re-
garding wage thresholds in effect at the time of submittal.

In compliance with Iowa Code section 17A.4(2), the De-
partment finds that notice and public participation are im-
practicable and contrary to the public interest because the
amendments confer a benefit to the public by making addi-
tional funds available for job creation in the most expedient
means practicable.  The amendments establish the same re-
quirements for state and federal program funding, thereby
simplifying the process for application for these resources.

The Department finds, pursuant to Iowa Code section
17A.5(2)“b”(2), that the normal effective date of the amend-
ments, 35 days after publication, should be waived and the
rules be made effective on January 1, 2004.  These amend-
ments confer a benefit on the public by simplifying the ap-
plication process and raising the ceiling on the amount of
funding available per project.

These amendments are also published herein under Notice
of Intended Action as ARC 3033B to allow for public com-
ment.

The Department is taking the following steps to notify
potentially affected parties of the effective date of the rule:
publishing the rules in the Iowa Administrative Bulletin, pro-
viding free copies on request, and having copies available
wherever requests for information about the program are
likely to be made.

These rules are intended to implement Iowa Code section
15.108(1)“a.”

These rules will become effective on January 1, 2004.
The following amendments are adopted.

ITEM 1.  Amend rule 261—23.2(15) by adding the fol-
lowing new definitions in alphabetical order:

“Average county wage” means the average the department
calculates annually using the most current four quarters of
wage and employment information as provided in the Quar-
terly Covered Wage and Employment Data report as pro-
vided by the Iowa workforce development department, audit
and analysis section.  Agricultural/mining and governmental
employment categories are deleted in compiling the wage in-
formation.

“Average regional wage” means the wage calculated
annually by the department using a methodology in which
each particular county is considered to be a geographic center
of a larger economic region.  The wage threshold for the cen-
tral county is calculated using the average wage of that
county, plus each adjoining county, so that the resulting fig-
ure reflects a regional average that is representative of the
true labor market area.  In performing the calculation, the
greatest importance is given to the central county by weight-
ing it by a factor of four, compared to weighting of one for
each of the other adjoining counties.  The central county is
given the greatest importance in the calculation because most
of the employees in that central county will come from that
same county, as compared to commuters from other adjoin-
ing counties.

ITEM 2.  Amend subrule 23.4(4) as follows:

23.4(4)  Job creation, retention and enhancement fund.
Twenty Twenty-five percent of the funds shall be reserved for
a job creation, retention and enhancement fund to be for
workforce development and to expand economic opportuni-
ties and job training for LMI persons.  Job creation, retention
and enhancement funds are awarded though three programs:
the economic development set-aside (EDSA), the public fa-
cilities set-aside (PFSA), and career link.

ITEM 3.  Amend subrule 23.7(1) as follows:
23.7(1)  Restrictions on applicants.
a. No change.
b. The maximum grant award for individual business as-

sistance applications from any city or county is $500,000
$1,000,000.

c. The average starting wage of jobs to be created or re-
tained by a proposed project shall meet or exceed the lowest
lower of 80 100 percent of the average county wage, 80 or
100 percent of the average regional wage, or the annual wage
cap.

d. to j.  No change.
k. Transition provision.  Applicants that have fully com-

pleted preapplications pending before the department prior
to January 1, 2004, or fully completed preapplications that
are postmarked or E-mailed to the department by the close of
business on December 31, 2003, will be evaluated using the
rules regarding wage thresholds in effect at the time of sub-
mittal.

[Filed Emergency 11/20/03, effective 1/1/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3030B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Adopted and Filed Emergency

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
hereby adopts amendments to Chapter 53, “Community Eco-
nomic Betterment Program,” Iowa Administrative Code.

The amendments increase the wage threshold require-
ments for eligibility for assistance.  To be eligible, project
jobs must have a starting wage equal to or exceeding 100 per-
cent of the average county wage or 100 percent of the average
regional wage, whichever is lower, and over 50 percent of the
pledged jobs must be at or above the 100 percent level.  These
changes are intended to assist the Department in meeting the
legislative mandate to the Department to raise the average
wage of Iowans.  These amendments are intended to comple-
ment the wage thresholds established by the Iowa Values
Board for its financial assistance programs.

A transition provision is provided for applicants that will
have fully completed preapplications pending before the De-
partment prior to the January 1, 2004, effective date of these
amendments, or fully completed preapplications that are
postmarked or E-mailed to the Department by the close of
business on December 31, 2003.  These applications will be
evaluated using the rules regarding wage thresholds in effect
at the time of submittal.
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In compliance with Iowa Code section 17A.4(2), the
Board finds that notice and public participation are impracti-
cable and contrary to the public interest because these
amendments establish consistent wage threshold require-
ments for financial assistance programs administered by
IDED.

The Board finds, pursuant to Iowa Code section
17A.5(2)“b”(2) that the normal effective date of the amend-
ments, 35 days after publication, should be waived and the
amendments be made effective on January 1, 2004.  These
emergency amendments confer a benefit on the public be-
cause they provide a more uniform wage threshold for finan-
cial assistance programs.  The application process will be
more understandable to applicants because the wage thresh-
old requirements will be the same for CEBA and EDSA.
These wage levels complement the wage thresholds estab-
lished by the Iowa Values Board for its programs.

These amendments are also published herein under Notice
of Intended Action as ARC 3032B to allow for public com-
ment.

These amendments are intended to implement Iowa Code
chapter 15 and 2003 Iowa Acts, First Extraordinary Session,
chapters 1 and 2.

The IDED Board adopted these amendments on Novem-
ber 20, 2003.

These amendments will become effective on January 1,
2004.

The following amendments are adopted.

Amend subrule 53.6(1) as follows:
53.6(1)  General policies.
a. An applicant may submit as many different applica-

tions as it wishes at any time.  However, if the department is
reviewing two or more applications from the same applicant
at the same time, it may ask the applicant to rank them in the
order preferred by the applicant;

b. Only one applicant may apply for any given project;
c. No single project may be awarded more than $1 mil-

lion unless at least two-thirds of the members of the board ap-
prove the award.  However, this restriction will not apply af-
ter the first $10 million has been credited to the CEBA pro-
gram in any given year.  This restriction does not apply to the
float loan described in 53.5(2)“4.”

d. No single project may be awarded a forgivable loan of
more than $500,000.

e. No single project may be awarded more than
$500,000 unless all other applicable CEBA requirements and
each of the following criteria is met:

(1) The business has not closed or substantially reduced
its operation in one area of the state and relocated substantial-
ly the same operation in the community.  This requirement
does not prohibit a business from expanding its operation in
the community if existing operations of a similar nature in the
state are not closed or substantially reduced.

(2) The business must provide and pay at least 80 percent
of the cost of a standard medical and dental insurance plan or
its equivalent for all full-time employees working at the fa-
cility in which the new investment occurred.

(3) The business shall agree to pay a median wage for new
full-time jobs of at least 130 percent of the average wage in
the county in which the community is located.  This require-
ment may be waived by the department in the case of a float
loan described in 53.5(2)“4” if the net value of the award is
determined by the department to be less than $500,000.

f. No more than $100,000 may be awarded to a business
start-up unless the project jobs have a starting wage equal to
or exceeding 90 percent of the average county wage, 90 per-
cent of the average regional wage, or the annual wage cap,
whichever is lowest, and over 50 percent of the business’s
employees’ wages are at or above the 90 percent level or the
annual wage cap, whichever is lower.

g f. To be eligible for assistance the business shall provide
for a preference for hiring residents of the state or the eco-
nomic development area, except for out-of-state employees
offered a transfer to Iowa or the economic development area.

h g.All applicants for financial assistance shall comply
with the requirements of 261—Chapter 168.

i h. To be eligible for assistance, applicants shall meet the
following wage threshold requirements:

(1) Project positions shall have a starting wage of at least
90 100 percent of the average county wage, 90 or 100 percent
of the average regional wage, or the annual wage cap, which-
ever is lowest lower.

(2) Fifty percent or more of the jobs to be created or re-
tained shall have a starting wage of at least 90 100 percent of
the average county wage, 90 or 100 percent of the average
regional wage, or the annual wage cap, whichever is lowest
lower.

(3) If the applicant is a business start-up, project positions
shall have a starting wage of at least 80 percent of the average
county wage, 80 percent of the average regional wage, or the
annual wage cap, whichever is lowest, and over 50 percent of
the business’s employees’ wages shall be at or above the 80
percent level or the annual wage cap, whichever is lower.

(4) The annual wage cap referenced in this rule shall be
adjusted annually by calculating the percent increase or de-
crease in average Iowa hourly earnings level for all produc-
tion and nonproduction workers in the private sector from the
month of June of the previous year to June of the current year.
This report is compiled by the Iowa workforce development
department.

(5) (3) Where the community can document to the depart-
ment’s satisfaction that a significant differential exists be-
tween the actual local county wage (as determined by a local
employer survey) and the average county wage or average re-
gional wage, the department may substitute the community
survey results for the average county wage or average region-
al wage for consideration in a specific project.  Qualification
of a project would not be anticipated unless the starting proj-
ect wage was clearly above the survey wage.

(6) (4) The department may approve a project where the
starting project wage is less than the average county wage or
average regional wage under the following conditions:

1. The starting wage is associated with a training period
which is of relatively short duration as documented by the
business; and

2. The wages will exceed 90 100 percent of the average
county wage, 90 or 100 percent of the average regional wage,
or the annual wage cap at the conclusion of the training peri-
od as documented by the business; and

3. CEBA funds will be released only at the conclusion of
the training period when the average county or average re-
gional wage is achieved.

j i. A business receiving moneys from the department for
the purpose of job creation shall make available 10 percent of
the new jobs created for PROMISE JOBS program partici-
pants.
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j. Transition provision.  Applicants that have fully com-
pleted preapplications pending before the department prior
to January 1, 2004, or fully completed preapplications that
are postmarked or E-mailed to the department by the close of
business on December 31, 2003, will be evaluated using the
rules regarding wage thresholds in effect at the time of sub-
mittal.

[Filed Emergency 11/20/03, effective 1/1/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3052B

INSURANCE DIVISION[191]
Adopted and Filed Emergency After Notice

Pursuant to the authority of Iowa Code section 505.8, the
Insurance Division hereby amends Chapter 5, “Regulation of
Insurers—General Provisions,” Iowa Administrative Code.

The amendment to subrule 5.24(3) corrects a citation error
that resulted from the restructuring of rule 191—5.24(507C).

The amendments to rule 191—5.25(505) provide guid-
ance to insurers relative to the appropriate use of indemnifi-
cation and arbitration language in agreements with indepen-
dent certified public accountants and provide additional
guidance in the completion of notes to financial statements
filed with the Commissioner.  These amendments adopt the
1998 and 2001 amendments to the NAIC model regulation.

Notice of Intended Action was published in the October 1,
2003, Iowa Administrative Bulletin as ARC 2796B.

A public hearing was held at 10 a.m. on October 22, 2003,
at the office of the Insurance Division, 330 Maple Street, Des
Moines, Iowa 50319.  No comments were received.

These amendments are identical to the Notice of Intended
Action.

Pursuant to Iowa Code section 17A.5(2)“b”(2), these
amendments shall become effective January 1, 2004.  The
Commissioner finds that these amendments confer a benefit
on the public by preventing persons or firms providing certi-
fied public accountants from obtaining indemnification for
failure to adhere to auditing or professional standards.

These amendments are intended to implement Iowa Code
chapter 505.

These amendments will become effective January 1, 2004.
The following amendments are adopted.

ITEM 1.  Amend subrule 5.24(3) as follows:
5.24(3)  Any insurer subject to an order under subrule

5.24(2) may request, pursuant to rule 191—3.5 3.4(17A,502,
505), review of that order.  Any ensuing hearing shall not be
open to the public, unless the insurer requests otherwise.

ITEM 2.  Amend subrule 5.25(2) by adopting the follow-
ing new definition in alphabetical order:

“Indemnification” means an agreement of indemnity or a
release from liability where the intent or effect is to shift or
limit in any manner the potential liability of the person or
firm for failure to adhere to applicable auditing or profes-
sional standards, whether or not resulting in part from know-
ing of other misrepresentations made by the insurer or its rep-
resentatives.

ITEM 3.  Amend subrule 5.25(2), definition of “insurer,”
as follows:

“Insurer” means a licensed insurer under Title XX XIII of
the Iowa Code, except entities organized under Iowa Code
chapters 512A, 512B, 518, and 518A.

ITEM 4.  Amend subrule 5.25(4), paragraph “f,” as fol-
lows:

f. Notes to financial statements.  These notes shall be
those required by the appropriate National Association of In-
surance Commissioners (NAIC) annual statement instruc-
tions and the NAIC accounting practices and procedures
manual.  The notes shall include:  any other notes required by
generally accepted accounting principles and shall also in-
clude:

(1) A reconciliation of differences, if any, between the au-
dited statutory financial statements and the annual statement
filed pursuant to Iowa Code sections 508.11 and 515.63 with
a written description of the nature of these difficulties differ-
ences.

(2) No change.

ITEM 5.  Amend subrule 5.25(5), first unnumbered para-
graph, as follows:

The insurer shall obtain a letter from the accountant, and
file a copy with the commissioner, stating that the accountant
is aware of the provisions of Title XX XIII of the Iowa Code
and administrative rules thereunder that relate to accounting
and financial matters and affirming that the accountant will
express an opinion on the financial statements in terms of
their conformity to the statutory accounting practices pre-
scribed or otherwise permitted by the insurance division,
specifying such exceptions as the accountant may believe ap-
propriate.

ITEM 6.  Amend subrule 5.25(6) as follows:
5.25(6)  Qualifications of independent certified public ac-

countant.
a. The commissioner shall not recognize any person or

firm as a qualified independent certified public accountant
that:

(1) is Is not in good standing with the American Institute
of CPAs and in all states in which the accountant is licensed
to practice, or, for a Canadian or British company, that is not a
chartered accountant; or

(2) Has either directly or indirectly entered into an agree-
ment of indemnity or release from liability (collectively re-
ferred to as indemnification) with respect to the audit of the
insurer.

b. Except as otherwise provided herein, independent
certified public accountants shall be recognized as qualified
as long as they conform to the standards of their profession,
as contained in the Code of Professional Ethics of the Ameri-
can Institute of Certified Public Accountants and rules and
regulations and code of ethics and rules of professional con-
duct of the Iowa accountancy examining board, or similar
code.

c. A qualified independent certified public accountant
may enter into an agreement with an insurer to have disputes
relating to an audit resolved by mediation or arbitration.
However, in the event of a delinquency proceeding com-
menced against the insurer under Iowa Code chapter 507C,
the mediation or arbitration provisions shall operate at the
option of the statutory successor.

c d. No partner or other person responsible for rendering a
report may act in that capacity for more than seven consecu-
tive years.  Following any period of service such person shall
be disqualified from acting in that or a similar capacity for
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the same company or its insurance subsidiaries or affiliates
for a period of two years.  An insurer may make application
to the commissioner for relief from the above rotation re-
quirement on the basis of unusual circumstances.  The com-
missioner may consider the following factors in determining
if the relief should be granted:

(1) Number of partners, expertise of the partners or the
number of insurance clients in the currently registered firm;

(2) Premium volume of the insurer; or
(3) Number of jurisdictions in which the insurer transacts

business.
The requirements of this paragraph shall become became ef-
fective on August 28, 1993.

d e. The commissioner shall not recognize as a qualified
independent certified public accountant, nor or accept any
annual audited financial report prepared in whole or in part
by, any natural person who:

(1) Has been convicted of fraud, bribery, a violation of the
Racketeer Influenced and Corrupt Organizations Act, 18
U.S.C. Sections 1961-1968, or any dishonest conduct or
practices under federal or state law;

(2) Has been found to have violated the insurance laws of
this state with respect to any previous reports submitted un-
der this rule; or

(3) Has demonstrated a pattern or practice of failing to de-
tect or disclose material information in previous reports filed
under the provisions of this rule.

e f. The commissioner of insurance, under 191—Chapter
3, may hold a hearing to determine whether a certified public
accountant is qualified and, considering the evidence pre-
sented, may rule that the accountant is not qualified for pur-
poses of expressing the opinion of the accountant on the fi-
nancial statements in the annual audited financial report
made pursuant to this rule and require the insurer to replace
the accountant with another whose relationship with the in-
surer is qualified within the meaning of this rule.

[Filed Emergency After Notice 12/4/03, effective 1/1/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3054B

INSURANCE DIVISION[191]
Adopted and Filed Emergency After Notice

Pursuant to the authority of Iowa Code sections 505.8 and
508.36, the Insurance Division hereby amends Chapter 5,
“Regulation of Insurers—General Provisions,” Iowa Admin-
istrative Code.

The new rule provides guidance to domestic insurers and
fraternal benefit societies doing business in this state and to
all life insurance companies and fraternal benefit societies
which are authorized to reinsure life insurance, annuities or
accident and health insurance business in this state relative to
guidelines and standards for statements of actuarial opinion
and supporting memoranda.

The new rule, in part, omits the substance of current sub-
rules 5.34(6) and 5.34(7) and incorporates new language re-
lating to the appointed actuaries’ ability to utilize their pro-
fessional judgment in performing the asset analysis and de-
veloping the actuarial opinion and supporting memoranda,
consistent with relevant actuarial standards of practice.  The

new rule will require all companies doing business in Iowa to
file an actuarial opinion and memorandum that contains an
asset adequacy analysis in accordance with the rule.

Notice of Intended Action was published in the October 1,
2003, Iowa Administrative Bulletin as ARC 2794B.

A public hearing was held October 22, 2003, at the office
of the Insurance Division, 330 Maple Street, Des Moines,
Iowa  50319.  No comments were received.

This rule is identical to the one published under Notice of
Intended Action.

Pursuant to Iowa Code section 17A.5(2)“b”(2), this rule
shall become effective January 1, 2004.  The Commissioner
finds that this rule confers a benefit on the public by strength-
ening the solvency regulation of insurers.

This rule is intended to implement Iowa Code section
508.36.

This amendment will become effective January 1, 2004.

EDITOR’S NOTE:  Pursuant to recommendation of the
Administrative Rules Review Committee published in the
Iowa Administrative Bulletin, September 10, 1986, the text of
this rule [5.34] is being omitted.  This rule is identical to the
one published under Notice as ARC 2794B, IAB 10/1/03.

[Filed Emergency After Notice 12/4/03, effective 1/1/04]
[Published 12/24/03]

[For replacement pages for IAC, see IAC Supplement
12/24/03.]

ARC 3053B

INSURANCE DIVISION[191]
Adopted and Filed Emergency After Notice

Pursuant to the authority of Iowa Code sections 505.8,
508.36 and 508.37, the Insurance Division hereby amends
Chapter 42, “Gender-Blended Minimum Nonforfeiture Stan-
dards for Life Insurance,” Chapter 44, “Smoker/Nonsmoker
Mortality Tables for Use in Determining Minimum Reserve
Liabilities and Nonforfeiture Benefits,” and Chapter 47,
“Valuation of Life Insurance Policies,” and adopts new
Chapter 91, “2001 CSO Mortality Table,” Iowa Administra-
tive Code.

The amendments to the Division’s rules are necessary to
recognize, permit and prescribe the use of the 2001 CSO
Mortality Table in determining the minimum reserve liabili-
ties and nonforfeiture benefits.  Iowa Code sections 508.36
and 508.37 authorize the Commissioner to adopt any mortal-
ity table adopted by the National Association of Insurance
Commissioners.  The National Association of Insurance
Commissioners adopted the table in December 2002.  The
table reflects increases in life expectancy since the adoption
of the 1980 CSO Mortality Table.  Insurers may use the 2001
CSO Mortality Table only for new policies issued after Janu-
ary 1, 2004.  Beginning January 1, 2009, insurers will be re-
quired to use the table for their insurance products issued af-
ter that date.

Notice of Intended Action was published in the October 1,
2003, Iowa Administrative Bulletin as ARC 2795B.

A public hearing was held at 10 a.m. on October 21, 2003,
at the offices of the Insurance Division.  No comments were
received.

The amendments are identical to those published under
Notice of Intended Action.
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Pursuant to Iowa Code section 17A.5(2)“b”(2), these
amendments shall become effective January 1, 2004.  The
Commissioner finds that these amendments confer a benefit
on the public by updating the mortality factors to reflect in-
creased life expectancy and may result in a lower cost of in-
surance for consumers.

These amendments are intended to implement Iowa Code
sections 508.36 and 508.37.

These amendments will become effective January 1, 2004.

EDITOR’S NOTE:  Pursuant to recommendation of the
Administrative Rules Review Committee published in the
Iowa Administrative Bulletin, September 10, 1986, the text of
these amendments [42.6, 44.6, 47.7, Ch 91] is being omitted.
These amendments are identical to those published under No-
tice as ARC 2795B, IAB 10/1/03.

[Filed Emergency After Notice 12/4/03, effective 1/1/04]
[Published 12/24/03]

[For replacement pages for IAC, see IAC Supplement
12/24/03.]

ARC 3050B

PUBLIC SAFETY
DEPARTMENT[661]
Adopted and Filed Emergency

Pursuant to the authority of Iowa Code sections 17A.3 and
321.4, the Department of Public Safety hereby amends Chap-
ter 55, “Volunteer Fire Fighter Training and Equipment
Fund,” Iowa Administrative Code.

2003 Iowa Acts, chapter 177, provides an appropriation of
$500,000 to the Fire Marshal Division of the Department of
Public Safety “for allocation to the fire service training bu-
reau to establish a revolving loan program for equipment
purchases by local fire departments.”  These rules establish
requirements and procedures for participation in the revolv-
ing loan fund.  Prior to preparation of these rules, the State
Fire Marshal received a recommendation for rules governing
the revolving loan fund from the State Fire Service and
Emergency Response Council.  While these rules differ in
certain respects from the recommendation of the Council, the
framework provided by the Council is the basis of these
rules.

These amendments will become effective January 1, 2004,
and will enable an initial round of loan applications to be con-
sidered and acted upon early in 2004.  The schedule for this
initial round of applications to be considered will be as fol-
lows:  (1) The application process will officially open on Jan-
uary 15, 2004; (2) The deadline for submitting applications
to be considered in the initial round will be March 1, 2004;
and (3) The target date for the Fire Marshal to announce deci-
sions regarding the first round of applications will be April 1,
2004.

These rules contain an exception to subrule 55.204(1),
which specifies the procedures for giving public notice of the
availability of loan funds.  For the initial round of loans, there
will not be a Notice of Availability of Public Funds published
in the Iowa Administrative Bulletin prior to the commence-
ment of the application process due to the relatively short
time before the application process will open.  In the future, it
is expected that all loan application processes will be an-
nounced by a Notice of Availability of Public Funds in the

Iowa Administrative Bulletin, as well as by the other meth-
ods specified in subrule 55.204(1).

A Notice of Intended Action proposing these amendments
was submitted along with these Adopted and Filed Emergen-
cy amendments.  Adoption of the rules through the normal
rule-making process will provide an opportunity for public
comment and participation in the rule-making process.  The
proposed rules contained in the Notice of Intended Action,
published herein as ARC 3051B, are similar to the rules
adopted here, with one change. The exception to subrule
55.204(1) contained in these rules is not included in the rules
proposed in the Notice of Intended Action.  The exception
provides that there will be no Notice of Availability of Public
Funds, separate from the publication of the emergency rules,
to announce the initial round of loans from the Fire Fighting
Equipment Revolving Loan Fund.  The publication of the
emergency rules will serve as that notice.

Pursuant to Iowa Code section 17A.4(2), the Department
finds that notice and public participation prior to the adoption
of these amendments is impracticable, as it is desirable that
funds from the Fire Fighting Equipment Revolving Loan
Fund be made available as soon as possible.

Pursuant to Iowa Code section 17A.5(2)“b”(2), the De-
partment further finds that the normal effective date of these
amendments, 35 days after publication, should be waived
and the amendments made effective January 1, 2004, after
filing with the Administrative Rules Coordinator.  These
amendments confer a benefit upon the public by facilitating
the distribution of funds for vital equipment purchase or re-
pairs of fire fighting equipment.

These amendments are intended to implement 2003 Iowa
Acts, chapter 177, section 11.

These amendments will become effective on January 1,
2004.

The following amendments are adopted.

ITEM 1.  Amend the title of 661—Chapter 55 as fol-
lows:

VOLUNTEER FIRE FIGHTER TRAINING AND
EQUIPMENT FUND FUNDS

ITEM 2.  Renumber rules 661—55.1(17A,77GA,ch1222)
to 661—55.3(17A,77GA,ch1222) as 661—55.101(17A,
77GA,ch1222) to 661—55.103(17A,77GA,ch1222), re-
serve rules 661—55.1 to 661—55.100 and 661—55.104 to
661—55.200 and add the following new division title be-
fore rule 661—55.101(17A,77GA,ch1222):

DIVISION I
VOLUNTEER FIRE FIGHTER TRAINING AND EQUIPMENT FUND

ITEM 3.  Adopt the following new division in 661—
Chapter 55:

DIVISION II
FIRE FIGHTING EQUIPMENT REVOLVING LOAN FUND

661—55.201(80GA,ch177)  Fire fighting equipment re-
volving loan fund.  There is established in the fire service
training bureau in the fire marshal division the fire fighting
equipment revolving loan fund.

661—55.202(80GA,ch177)  Purpose and scope.  The fire
fighting equipment revolving loan fund is established to as-
sist local fire departments to complete purchase or repairs of
equipment used in the performance of the department’s fire
fighting duties, when the acquisition or repair of such equip-
ment would be impractical in the absence of assistance from

INSURANCE DIVISION[191](cont’d)
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the fund.  Each payment of funds from the fund to a local fire
department shall be a loan awarded in compliance with rules
661—55.201(80GA,ch177) to 661—55.207(80GA,ch177),
and shall be for the specific purpose established in a contract
entered into between the department of public safety and ei-
ther the local fire department receiving the funds; or the city,
county, or township of which the fire department is a part; or
another legal entity authorized to enter into legally binding
commitments on behalf of the fire department.

661—55.203(80GA,ch177)  Definitions.  For purposes of
rules 661—55.201(80GA,ch177) to 661—55.207(80GA,
ch177), the following definitions apply:

“Default” or “in default” means that more than one pay-
ment on a loan is currently due.

“Local fire department” means a paid, volunteer, or com-
bination fire protection service provided by a benefited fire
district under Iowa Code chapter 357B or by a county, mu-
nicipality or township, or a private corporate organization
that has a valid contract to provide fire protection service for
a benefited fire district, county, municipality, township or
governmental agency.  “Local fire department” does not in-
clude a military or private industrial fire department or ser-
vice.

“NFPA” means the National Fire Protection Association,
Batterymarch Park, Quincy, MA 02269.  References to the
form “NFPA xx,” where “xx” is a number, refer to the NFPA
standard or pamphlet of the corresponding number.

“PASS” means personal alert safety system.
“SCBA” means self-contained breathing apparatus.

661—55.204(80GA,ch177)  Application process.
55.204(1)  Notice of availability of funds.  Whenever

funds are available for loans through the fire fighting equip-
ment revolving loan fund, the department shall publish no-
tice of the availability of those funds in the Iowa Administra-
tive Bulletin and shall notify fire service organizations, in-
cluding, but not limited to, the Iowa Firemen’s Association,
the Iowa Fire Chiefs Association, and the Iowa Association
of Professional Fire Chiefs, of the availability of those funds,
the procedure for applying for loans through the program, the
deadline for applying for funds, and the provisions of rules
661—55.201(80GA,ch177) to 661—55.207(80GA,ch177).
All local fire departments in Iowa known to the fire service
training bureau shall receive notice by mail or, when avail-
able, electronic mail.  In addition, notice of availability of
funds and the application procedure shall be published on the
department’s Web site.

EXCEPTION:  No separate notice of availability of funds
shall be published in the Iowa Administrative Bulletin for the
initial round of loan application and review.  The schedule for
the initial loan application and review process is as follows:

1. The application process officially opens on January
15, 2004;

2. The deadline for submitting applications to be consid-
ered in the initial round is March 1, 2004; and

3. The target date for the fire marshal to announce deci-
sions regarding the first round of applications is April 1,
2004.

55.204(2)  Application.  Application for a loan from the
fire fighting equipment revolving loan fund shall be made on
an application form provided by the fire service training bu-
reau.  A completed application shall be submitted to the fire
service training bureau by the deadline specified in the notice
of availability of public funds and shall include any attached
materials required in the instructions provided with the ap-
plication form.

a. An application form shall be completed by the local
fire department.  The application shall include contact infor-
mation, loan amount requested, purpose of the loan, state-
ment of need, and current financial information, and any
additional information specified on the application form or
accompanying instructions, and shall be signed by an official
authorized to enter into contracts on behalf of the local fire
department.

b. In addition to the application, the following informa-
tion will be required prior to loan approval:

(1) Documentation that the department requesting the
loan meets the definition of a “local fire department.”

(2) Financial statements showing income, expenses, as-
sets, liabilities, and sources of income for the department re-
questing the loan for a three-year period prior to the loan re-
quest date.

(3) Verification that the match requirement will be met.  A
letter from the executive or chief financial officer of the
agency funding the match requirement will normally be suf-
ficient.

(4) A copy of the contract, bid specifications, or proposal
for purchase of the equipment/apparatus to be purchased
with the loan proceeds, or repair work order, if applicable.

55.204(3)  Loan application review.
a. The fire marshal, or another staff member of the fire

marshal division designated by the fire marshal, and the chief
of the fire service training bureau, or another staff member of
the fire service training bureau designated by the bureau
chief, shall review each application for completeness and
compliance with rules 661—55.201(80GA,ch177) to 661—
55.207(80GA,ch177).  The fire marshal may assign addition-
al staff of the fire marshal division to review applications and
may request assistance from other employees of the depart-
ment of public safety in the review process.

b. The state fire service and emergency response coun-
cil, or a subcommittee of the council established for this pur-
pose, shall serve as an advisory committee to the fire marshal
in the loan application review process, and shall recommend
to the fire marshal funding, partial funding, or denial of each
application.  Recommendations regarding loan applications
shall be based upon availability of funds in relation to the to-
tal funds requested by eligible applicants, documentation of
need for the proposed purchase or repair, and documentation
of likely ability of the local fire department applying for a
loan to repay the loan.

c. Decisions to award or not to award loans shall be
made by the fire marshal.

55.204(4)  Appeals.  If a local fire department’s applica-
tion is denied or partially funded by the fire marshal, the de-
partment may appeal the decision of the fire marshal to the
commissioner of public safety using procedures for appeals
set out in 661—Chapter 10.

661—55.205(80GA,ch177)  Allowable acquisitions.  Loans
from the fire fighting equipment revolving loan fund may be
used to acquire the following equipment or repair services
with the limitations indicated:

1. Firefighting apparatus, including pumpers, tankers,
ladder trucks, hazardous materials emergency response ve-
hicles, or rescue vehicles.  Any apparatus obtained with loan
funds must comply with applicable NFPA standards, as iden-
tified by the fire marshal.  Loans in this category may be
awarded in amounts between $25,000 and $150,000.

2. Personal protective equipment and communications
equipment, including personal protective clothing (structural
and wild land) that includes helmets, coats, boots, pants, eye
protection, gloves, and protective hoods; SCBA with inte-
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grated PASS devices; and radio communications devices.
Radio communications devices obtained with loan funds
must be interoperable with equipment utilized by agencies
with which the agency obtaining the equipment has mutual
aid agreements, if such interoperable equipment is available.
Equipment obtained must comply with applicable NFPA
standards, as identified by the fire marshal.  Loans for pur-
chase in this category are limited to amounts between
$10,000 and $50,000.

3. Repairs made to apparatuses identified in paragraph
“1.”  Loans in this category are limited to amounts between
$10,000 and $50,000.

4. Purchase of accessory equipment, including fire sup-
pression equipment such as hoses, ladders, small fireground
tools, ventilation equipment, or vehicle extrication and res-
cue equipment.  Equipment obtained with loan funds must
comply with applicable NFPA standards, as identified by the
fire marshal.  Loans in this category are limited to amounts
between $10,000 and $50,000.

5. The fire marshal, acting on the advice of the fire ser-
vice and emergency response council, may establish priori-
ties for funding through the revolving loan fund.  If such pri-
orities are established, they will be included in the notice of
availability of funds and shall be utilized only if the total
amount of funding requested exceeds the total of funds avail-
able to loan.

661—55.206(80GA,ch177) Eligibility requirements and
restrictions.

55.206(1)  Any local fire department in the state of Iowa is
eligible to apply for a loan.

55.206(2)  Loan applicants shall be required to provide a
10 percent match.

55.206(3)  All successful loan applicants shall comply ful-
ly with the fire incident reporting requirements (NFIRS) of
the fire marshal division.

55.206(4)  No loan shall be made to a local fire department
serving a population in excess of 30,000 people which will
result in excess of 50 percent of the total funds loaned at any
given time being loaned to local fire departments serving
populations in excess of 30,000 people, unless the fire mar-
shal finds that there are no eligible applications pending from
local fire departments serving populations of 30,000 people
or less.

55.206(5)  Following approval, loan funds will be pro-
vided only after the local fire department receiving the loan
submits documentation showing that the department has ei-
ther acquired, contracted for, or issued a purchase order for
the equipment.  Disbursement of the loan shall be in the form
of a warrant payable either to the local fire department and

the vendor or vendors supplying the equipment or repair ser-
vices, or solely to the vendor or vendors, or, with the approval
of the fire marshal, solely to the local fire department receiv-
ing the loan.

55.206(6)  A local fire department is eligible for only one
loan during any five-year period, or for the duration of an ex-
isting loan from this program, whichever is longer.

55.206(7)  A local fire department that has been in default
on a loan is not eligible for additional loans through this pro-
gram for a period of two years beyond the time specified in
subrule 55.206(6).  Any prior history of defaulting on a loan
from the revolving loan fund will be taken into account in
evaluating a department’s ability to repay a loan, pursuant to
subrule 55.204(3), paragraph “b.”

55.206(8)  A local fire department receiving a loan is sub-
ject to a financial audit and any operational or program audits
necessary to verify compliance with any requirements or
conditions of the loan.

661—55.207(80GA,ch177)  Loan origination fee and re-
payment schedule.

55.207(1)  Each approved loan shall carry an origination
fee of 1 percent of the loan amount, which shall be withheld
by the fire service training bureau from the original payout of
the loan.

55.207(2)  A repayment schedule for each loan shall be es-
tablished at the time the loan is awarded, with a minimum of
two payments per year for the duration of the loan.  General-
ly, loans of $50,000 or less shall be repaid within a five-year
period, and loans of more than $50,000 shall be repaid within
a ten-year period, although the fire marshal may allow varia-
tions for good cause.  There will be no penalty for early pay-
ment.  Each payment shall be by warrant, check, or money
order made payable to Fire Service Training Bureau, Iowa
Department of Public Safety, and shall be clearly marked
“Repayment of Loan from Fire Fighting Equipment Revolv-
ing Loan Fund.”

55.207(3)  During any period when a loan is in default,
there shall be a penalty of 1.5 percent of the remaining unpaid
principal of the loan per month added to the amount of the
loan.

These rules are intended to implement 2003 Iowa Acts,
chapter 177, section 11.

[Filed Emergency 12/4/03, effective 1/1/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.
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ARC 3041B

DENTAL EXAMINERS BOARD[650]
Adopted and Filed

Pursuant to the authority of Iowa Code section 147.76, the
Board of Dental Examiners hereby amends Chapter 10,
“General Requirements,” Iowa Administrative Code.

This amendment allows a dentist to provide public health
supervision to a dental hygienist who is providing services
within the scope of practice of dental hygiene in a public
health setting.  The amendment defines public health settings
and details the responsibilities of each licensee operating un-
der public health supervision.

Both the dentist and the dental hygienist working under
public health supervision are responsible for maintaining
contact and communication with each other.  The dentist and
the dental hygienist must also have a written supervision
agreement that provides age- and procedure-specific stand-
ing orders for the performance of dental hygiene services.
The standing orders must include consideration for medical-
ly compromised patients and medical conditions for which
no services can be provided prior to a dental exam. The spe-
cific location where services will be provided must be speci-
fied.  The agreement must also limit the length of time in
which further hygiene services can be provided to a patient
unless a dental exam has taken place.

The application of initial pit and fissure sealants by a
dental hygienist under public health supervision prior to a
dental exam shall also follow the supervising dentist’s age-
and procedure-specific protocols and be based on a dental
hygiene assessment.

The dental hygienist must provide each patient, parent, or
guardian a written plan for referral to a dentist.  Patients must
also sign a consent form that notifies the patient that the ser-
vices that will be received do not take the place of regular
dental checkups and are meant for people who otherwise
would not have access to services.  The supervision agree-
ment must also specify a procedure for creating and main-
taining dental records for patients, including where these rec-
ords are to be located.

The dentist and dental hygienist must maintain the super-
vision agreement and review the agreement at least biennial-
ly. A copy of the agreement must be available to the Board
upon request.  To facilitate public health programs, a copy of
the agreement must also be filed with the Oral Health Bureau
of the Iowa Department of Public Health.  The hygienist is
also responsible for providing summary reports to the De-
partment of Public Health to enable the Department to assess
the impact of public health supervision on public health pro-
grams.

This amendment is subject to waiver at the sole discretion
of the Board in accordance with 650—Chapter 7.

Notice of Intended Action was published in the Iowa Ad-
ministrative Bulletin on September 17, 2003, as ARC
2783B.  A public hearing on the amendments was held on
October 16, 2003.  Numerous written and oral comments on
the proposed amendments were received. The amendment is
identical to that published under Notice.

This amendment was unanimously approved at a Decem-
ber 2, 2003, teleconference meeting of the Board of Dental
Examiners.

This amendment is intended to implement Iowa Code
chapter 153.

This amendment will become effective on January 28,
2004.

EDITOR’S NOTE:  Pursuant to recommendation of the
Administrative Rules Review Committee published in the
Iowa Administrative Bulletin, September 10, 1986, the text of
this amendment [10.5, 10.6] is being omitted.  This amend-
ment is identical to that published under Notice as ARC
2783B, IAB 9/17/03.

[Filed 12/4/03, effective 1/28/04]
[Published 12/24/03]

[For replacement pages for IAC, see IAC Supplement
12/24/03.]

ARC 3026B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Adopted and Filed

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
adopts new Chapter 46, “Endow Iowa Grants Program,”
Iowa Administrative Code.

Notice of Intended Action was published in the Iowa Ad-
ministrative Bulletin on September 17, 2003, as ARC
2753B.

The rules implement the Endow Iowa Grants Program as
authorized by 2003 Iowa Acts, First Extraordinary Session,
House File 692.  The rules establish application procedures,
evaluation criteria, form of award, and the contractual and
compliance components of the Program.

A public hearing to receive comments about the proposed
rules was held on October 16, 2003.  The following com-
ments were received:

� The Director of the Greater Des Moines Foundation
offered support for the rules as written, but encouraged the
Department to be sensitive to the smaller donors and rural do-
nors in the administration of the Program.  The Director also
suggested that a definition for “permanent endowment fund”
be included in Chapter 46.

� The Director of the Community Vitality Center of-
fered two suggestions:  (1) that the rules incorporate a state-
ment of guaranteed portability for affiliate community
foundations that are required to make their deposits in the na-
tionally certified foundations, and that those that are the affil-
iate groups receive some sort of guarantee that they would be
allowed to make a change in depository affiliations should
they choose to do so; and (2) that there be administrative
rules to establish a point of ex-officio liaison from the Com-
munity Vitality Center that would work with the lead philan-
thropic board and attend the lead philanthropic board meet-
ings.

Based on these comments, the following changes have
been made:

� Grammatical changes and changes for the purpose of
clarification have been made to the proposed rules.

� A definition for “permanent endowment fund” has
been added.

The Iowa Department of Economic Development adopted
these rules on November 20, 2003.

These rules are intended to implement 2003 Iowa Acts,
First Extraordinary Session, House File 692, division VIII.
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These rules will become effective on January 28, 2004.
The following new chapter is adopted.

CHAPTER 46
ENDOW IOWA GRANTS PROGRAM

261—46.1(80GA,HF692)  Purpose.  The purpose of the en-
dow Iowa grants program is to encourage individuals, busi-
nesses, and organizations to invest in community foundations
and community affiliate organizations to enhance the quality
of life for citizens of this state through increased philan-
thropic activity.  This purpose will be met by providing capital
to new and existing citizen groups of this state organized to
establish permanent endowment funds that will address com-
munity needs.

261—46.2(80GA,HF692)  Definitions.
“Act” means the endow Iowa program Act, 2003 Iowa

Acts, First Extraordinary Session, House File 692, division
VIII.

“Board” means the governing board of the lead philan-
thropic entity identified by the department pursuant to 2003
Iowa Acts, First Extraordinary Session, House File 692, sec-
tion 91.

“Business” means an entity operating within the state and
includes individuals operating a sole proprietorship or hav-
ing rental, royalty, or farm income in this state and includes a
consortium of businesses.

“Community affiliate organization” means a group of five
or more community leaders or advocates organized for the
purpose of increasing philanthropic activity in an identified
community or geographic area in this state with the intention
of establishing a community affiliate endowment fund.

“Department” or “IDED” means the Iowa department of
economic development.

“Endowment gift” means an irrevocable contribution to a
permanent endowment held by a qualified community
foundation.

“Lead philanthropic entity” means the entity identified by
the department pursuant to 2003 Iowa Acts, First Extraordi-
nary Session, House File 692, section 91.

“Permanent endowment fund” means a fund held in a
qualifying community foundation to provide benefit to chari-
table causes in the state of Iowa.  Endowed funds are in-
tended to exist in perpetuity, and to implement an annual
spend rate not to exceed 5 percent.

“Qualified community foundation” means a community
foundation organized or operating in this state that meets or
exceeds the national standards established by the National
Council on Foundations.

261—46.3(80GA,HF692)  Program procedures.  The de-
partment shall identify a lead philanthropic entity for pur-
poses of encouraging the development of qualified communi-
ty foundations in this state.  A lead philanthropic entity may
receive a grant from the department.  The board shall use the
grant moneys to award endow Iowa grants to new and exist-
ing qualified community foundations and to community affil-
iate organizations as follows:

46.3(1)  Endow Iowa grants awarded to new and existing
qualified community foundations and to community affiliate
organizations shall not exceed $25,000 per foundation or or-
ganization unless a foundation or organization demonstrates
a multiple county or regional approach.

46.3(2)  Endow Iowa grants may be awarded on an annual
basis with not more than three grants going to a single county
in a fiscal year.

46.3(3)  Of any moneys received by a lead philanthropic
entity from the state, not more than 5 percent of such moneys
shall be used by the lead philanthropic entity for administra-
tive purposes.

46.3(4)  Lead philanthropic entity eligibility require-
ments.  A lead philanthropic entity shall meet all of the fol-
lowing qualifications:

a. The entity shall be a nonprofit entity, which is exempt
from federal income taxation pursuant to Section 501(c)(3)
of the Internal Revenue Code.

b. The entity shall be a statewide organization with
membership consisting of organizations, such as community,
corporate, and private foundations, whose principal function
is the making of grants within the state of Iowa.

c. The entity shall have a minimum of 40 members, and
that membership shall include qualified community founda-
tions.

261—46.4(80GA,HF692)  Eligible applicants.  Eligible ap-
plicants for endow Iowa grants include new and existing qual-
ified community foundations and community affiliate organi-
zations.  Endow Iowa grant funds may be awarded to quali-
fied community foundations and community affiliate organi-
zations that do all of the following:

1. Provide the board with all information required by the
board.

2. Demonstrate a dollar-for-dollar funding match in a
form approved by the board.

3. Identify a qualified community foundation to hold all
funds.  A qualified community foundation shall not be re-
quired to meet this requirement.

4. Provide a plan to the board demonstrating the method
for distributing grant moneys received from the board to or-
ganizations within the community or geographic area as de-
fined by the qualified community foundation or the commu-
nity affiliate organization.

261—46.5(80GA,HF692)  Application and review cri-
teria.  The lead philanthropic entity shall develop and make
available a standardized application pertaining to the dis-
tribution of endow Iowa grants.  Subject to the availability of
funds, applications will be reviewed on an ongoing basis and
reviewed at least quarterly by the board.  In ranking applica-
tions for grants, the board shall consider a variety of factors
including, but not limited to, the following:

1. The demonstrated need for financial assistance.
2. The potential for future philanthropic activity in the

area represented or being considered for assistance.
3. The proportion of the funding match being provided.
4. For community affiliate organizations, the demon-

strated need for the creation of a community affiliate endow-
ment fund in the applicant’s geographic area.

5. The identification of community needs and the man-
ner in which additional funding will address those needs.

6. The geographic diversity of awards.

261—46.6(80GA,HF692)  Reporting requirements.  By
January 31 of each year, pursuant to 2003 Iowa Acts, First Ex-
traordinary Session, House File 692, division VIII, the lead
philanthropic entity, in cooperation with the department, shall
publish an annual report of the activities conducted during the
previous calendar year and shall submit the report to the gov-
ernor and general assembly.  The annual report shall include a
detailed listing of endow Iowa grant funds awarded by the
lead philanthropic entity and the amount of endow Iowa tax
credits authorized by the department.

ECONOMIC DEVELOPMENT, IOWA DEPARTMENT OF[261](cont’d)
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These rules are intended to implement 2003 Iowa Acts,
First Extraordinary Session, House File 692, sections 88 to
93.

[Filed 11/20/03, effective 1/28/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3027B

ECONOMIC DEVELOPMENT, IOWA
DEPARTMENT OF[261]

Adopted and Filed

Pursuant to the authority of Iowa Code sections 15.104
and 15.106, the Iowa Department of Economic Development
adopts new Chapter 47, “Endow Iowa Tax Credits,” Iowa
Administrative Code.

Notice of Intended Action was published in the Iowa Ad-
ministrative Bulletin on October 1, 2003, as ARC 2797B.

The rules implement the Endow Iowa Tax Credits Pro-
gram as authorized by 2003 Iowa Acts, First Extraordinary
Session, House File 683.  The rules establish application pro-
cedures, evaluation criteria, form of award, and the contrac-
tual and compliance components of the program.

A public hearing to receive comments about the rules was
held on October 24, 2003.  The following comments were re-
ceived:

� The Director of the Community Vitality Center of-
fered support for subrule 47.4(2).  The Director of the Com-
munity Vitality Center suggested that 50 percent of the
awarded tax credits be reserved for those counties designated
as nonmetropolitan to help ensure urban-rural equity.

� The Director of the Greater Des Moines Foundation
and Chairman of the Iowa Council of Foundations offered
support for the rules as written, but encouraged the Depart-
ment to be sensitive to the smaller donors and rural donors in
the administration of the program.  The Director also encour-
aged the Department to provide clear communication as to
the start date of the Endow Iowa Tax Credits Program and ex-
pressed concern about the applicability dates set forth in the
rules.

Based on these comments, minor changes have been made
for clarification in subrules 47.3(2) and 47.3(7).

The Iowa Department of Economic Development adopted
these rules on November 20, 2003.

These rules are intended to implement 2003 Iowa Acts,
First Extraordinary Session, House File 683, sections 83 to
89.

These rules will become effective on January 28, 2004.
The following new chapter is adopted.

CHAPTER 47
ENDOW IOWA TAX CREDITS

261—47.1(80GA,HF683)  Purpose.  The purpose of endow
Iowa tax credits is to encourage individuals, businesses, and
organizations to invest in community foundations and to en-
hance the quality of life for citizens of this state through in-
creased philanthropic activity.

261—47.2(80GA,HF683)  Definitions.
“Act” means 2003 Iowa Acts, First Extraordinary Session,

House File 683.

“Department” or “IDED” means the Iowa department of
economic development.

“Endowment gift” means an irrevocable contribution to a
permanent endowment held by a qualified community
foundation.

“Permanent endowment fund” means a fund held in a
qualifying community foundation to provide benefit to chari-
table causes in the state of Iowa.  Endowed funds are in-
tended to exist in perpetuity, and to implement an annual
spend rate not to exceed 5 percent.

“Qualified community foundation” means a community
foundation organized or operating in this state that meets or
exceeds the national standards established by the National
Council on Foundations.

“Tax credit” means the amount an individual may claim
against the taxes imposed in Iowa Code chapter 422, divi-
sions II, III, and V, and in Iowa Code chapter 432, and against
the moneys and credits tax imposed in Iowa Code section
533.24.

261—47.3(80GA,HF683)  Allocation of funds.  The depart-
ment shall authorize tax credits to qualified individuals who
provide an endowment gift to a qualified community founda-
tion for a permanent endowment fund within the state of Iowa
in accordance with the following provisions:

47.3(1)  Approved tax credits shall be allowed against
taxes imposed in Iowa Code chapter 422, divisions II, III, and
V, and in Iowa Code chapter 432, and against the moneys and
credits tax imposed in Iowa Code section 533.24.

47.3(2)  Approved tax credits will be equal to 20 percent of
a taxpayer’s gift to a permanent endowment held in a quali-
fied community foundation.

47.3(3)  The aggregate amount of tax credits authorized
pursuant to this rule shall not exceed an aggregate total of
$2 million.  The maximum amount of tax credits granted to a
single taxpayer shall not exceed 5 percent of the aggregate
amount of tax credits authorized.  If the department receives
applications for tax credits in excess of the aggregate amount
available, the applications shall be prioritized by the date the
department received the applications.

47.3(4)  Any tax credit in excess of the taxpayer’s tax li-
ability for the tax year may be credited to the tax liability for
the following five years or until depleted, whichever occurs
first.

47.3(5)  A tax credit shall not be carried back to a tax year
prior to the tax year in which the taxpayer claims the tax cred-
it.

47.3(6)  A tax credit shall not be transferable to any other
taxpayer.

47.3(7)  Tax credits shall be authorized pursuant to this
rule for gifts made to a permanent endowment held in a quali-
fied community foundation after January 1, 2003, and before
December 31, 2005.

261—47.4(80GA,HF683)  Distribution process and re-
view criteria.  The department shall develop and make avail-
able a standardized application pertaining to the distribution
of endow Iowa tax credits.

47.4(1)  Ten percent of the aggregate amount available for
tax credits shall be reserved for those permanent endowment
gifts corresponding to the endow Iowa grants program.  If by
September 1, 2005, the entire 10 percent reserved for perma-
nent endowment gifts corresponding to the endow Iowa
grants program is not allocated, the amount remaining shall
be available for other applicants.
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47.4(2)  Ten percent of the aggregate amount available for
tax credits shall be reserved for those permanent endowment
gifts totaling $30,000 or less.  If by September 1, 2005, the
entire 10 percent reserved for permanent endowment gifts
totaling $30,000 or less is not allocated, the amount remain-
ing shall be available for other applicants.

47.4(3)  Applications will be accepted on an ongoing ba-
sis.  The department will make public by June 1 and Decem-
ber 1 of each calendar year the total number of requests for
tax credits and the total amount of requested tax credits that
have been submitted.  The department will review these re-
quests and issue tax credits within a reasonable period of time
following the June 1 and December 1 announcements.

261—47.5(80GA,HF683)  Reporting requirements.  By
January 31 of each calendar year, the department shall publish
an annual report of the activities conducted pursuant to these
rules during the previous calendar year and shall submit the
report to the governor and general assembly.  The annual re-
port shall include a detailed listing of endow Iowa tax credits
authorized by the department.

These rules are intended to implement 2003 Iowa Acts,
First Extraordinary Session, House File 683, sections 83 to
89.

[Filed 11/20/03, effective 1/28/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3040B

MANAGEMENT DEPARTMENT[541]
Adopted and Filed

Pursuant to the authority of Iowa Code section 8.6 and
2003 Iowa Acts, chapter 178, section 27, the Department of
Management adopts Chapter 15, “Local Government In-
novation Fund Committee,” Iowa Administrative Code.

These rules establish the procedures used by the Local
Government Innovation Fund Committee for application re-
view and grant and loan awards and ensure that the proceed-
ings of the Committee are conducted in an orderly manner.

Notice of Intended Action was published in the Iowa Ad-
ministrative Bulletin on October 15, 2003, as ARC 2872B.
No public comment was received on the rules.  These rules
are identical to the rules published under Notice of Intended
Action.

These rules are intended to implement Iowa Code section
8.6 and 2003 Iowa Acts, chapter 178, section 27.

These rules will become effective January 28, 2004.

EDITOR’S NOTE:  Pursuant to recommendation of the
Administrative Rules Review Committee published in the
Iowa Administrative Bulletin, September 10, 1986, the text of
these rules [Ch 15] is being omitted.  These rules are identical
to those published under Notice as ARC 2872B, IAB
10/15/03.

[Filed 12/4/03, effective 1/28/04]
[Published 12/24/03]

[For replacement pages for IAC, see IAC Supplement
12/24/03.]

ARC 3044B

MEDICAL EXAMINERS
BOARD[653]
Adopted and Filed

Pursuant to the authority of Iowa Code sections 147.76
and 272C.3, the Board of Medical Examiners hereby amends
Chapter 10, “Resident, Special and Temporary Physician Li-
censure,” Iowa Administrative Code.

The amendments change the word “foreign” in the phrase
“foreign medical school” to the word “international,” and
change the name of the publisher of the Directory of Medical
Schools from “World Health Organization” to “International
Medical Education Directory.”  In addition, an amendment
clarifies the Board’s position on board-approved resident
training programs in Iowa.

The amendments were published under Notice of In-
tended Action as ARC 2870B in the October 15, 2003, Iowa
Administrative Bulletin.  No written or oral comments were
received.  These amendments are identical to those published
under Notice.

The Board adopted the amendments to Chapter 10 during
its regularly held meeting on November 20, 2003.

These amendments are intended to implement Iowa Code
chapters 148 and 272C.

These amendments will become effective January 28,
2004.

The following amendments are adopted.

ITEM 1.  Amend rule 653—10.1(147,148,150,150A),
definitions of “ECFMG” and “medical degree,” as follows:

“ECFMG” means the Educational Commission for For-
eign Medical Graduates, an organization that assesses the
readiness of foreign international medical school graduates
to enter ACGME-approved residency programs in the United
States of America.

“Medical degree” means a degree of doctor of medicine
and surgery, osteopathic medicine and surgery, or osteopa-
thy, or comparable education from a foreign an international
medical school.

ITEM 2.  Amend subrule 10.3(1), paragraph “a,” as fol-
lows:

a. The resident physician license shall authorize the li-
censee to practice as an intern, resident or fellow while under
the supervision of a licensed practitioner of medicine and
surgery or osteopathic medicine and surgery in a board-
approved resident training program in Iowa.  When the
ACGME, AOA, RCPSC, or CFPC fails to offer accreditation
for a fellowship or the fellowship fails to seek accreditation,
the board may approve a training program for purposes of
resident physician licensure shall approve the program if the
parent program is accredited by one of the aforementioned
accrediting bodies.  However, completion of one or more
years of a program that itself lacks such accreditation does
not fulfill the one-year resident training requirement for per-
manent licensure.

ITEM 3.  Amend subrule 10.4(2), paragraph “d,” as fol-
lows:

d. Present evidence of holding a medical degree from an
educational institution that is located in a jurisdiction outside
the United States or Canada and that is listed in the Directory
of Medical Schools published by the World Health Organiza-
tion International Medical Education Directory;
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ITEM 4.  Amend  subrule 10.5(2), paragraph “b,” sub-
paragraph (3), as follows:

(3) Present evidence of holding a medical degree from an
educational institution located in a jurisdiction outside the
United States or Canada and listed in the Directory of Medi-
cal Schools published by the World Health Organization In-
ternational Medical Education Directory;

[Filed 12/4/03, effective 1/28/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3045B

MEDICAL EXAMINERS
BOARD[653]
Adopted and Filed

Pursuant to the authority of Iowa Code section 147.76, the
Board of Medical Examiners hereby amends Chapter 13,
“Standards of Practice,” and rescinds Chapter 18, “Principles
of Professional Ethics,” Iowa Administrative Code.

The amendments retitle Chapter 13 and establish new
standards of practice and principles of medical ethics therein.
The new standards of practice address office practice, includ-
ing termination of the physician-patient relationship, patient
referrals, confidentiality, sexual conduct, disruptive behav-
ior, sexual harassment, transfer of medical records, and
retention of medical records.  The waiver rule is moved to the
end of the chapter.  Principles of medical ethics, originally in-
cluded in Chapter 18, are now added to Chapter 13, with ref-
erence to ethics documents of the American Medical Associ-
ation and the American Osteopathic Association, and include
provisions on conflict of interest and reasonable fees.

Notice of Intended Action regarding these amendments
was published in the August 20, 2003, Iowa Administrative
Bulletin as ARC 2707B.  These amendments were changed
as a result of public comment received at the public hearing
held on September 9, 2003.  The changes are as follows:

� Subrule 13.7(1) was reworded to state that a physician
must ensure that emergency medical care is available to a pa-
tient during the 30-day period following notice of termina-
tion of the physician-patient relationship.

� Subrule 13.7(3) was revised to clarify that informa-
tion shall be divulged by the physician when authorized by
law rather than when required by law.

� In subrule 13.7(7), the words “or permitted” were add-
ed to clarify that an exception to the transfer of medical rec-
ords occurs when permitted by law, in addition to when re-
quired by law.  Also, the fee schedule established for the
transfer of medical records was removed.

� In paragraph 13.7(8)“b,” retention of medical records
for minor patients is now established by reference to Iowa
Code section 614.8.

� Subrule 13.20(1) was revised so that conflict of inter-
est is addressed in general terms and specific types of con-
flicts of interest are eliminated.

The Board adopted these amendments on November 20,
2003.

These amendments will become effective on January 28,
2004.

These amendments are intended to implement Iowa Code
chapters 147, 148, and 150.

The following amendments are adopted.

ITEM 1.  Amend 653—Chapter 13, title, as follows:

CHAPTER 13
STANDARDS OF PRACTICE AND PRINCIPLES

OF MEDICAL ETHICS

ITEM 2.  Adopt the following new rule:

653—13.7(147,148,272C)  Standards of practice—office
practices.

13.7(1)  Termination of the physician-patient relationship.
A physician may choose whom to serve.  Having undertaken
the care of a patient, the physician may not neglect the pa-
tient.  A physician shall provide a patient written notice of the
termination of the physician-patient relationship.  A phy-
sician shall ensure that emergency medical care is available
to the patient during the 30-day period following notice of
the termination of the physician-patient relationship.

13.7(2)  Patient referrals.  A physician shall not pay or re-
ceive compensation for patient referrals.

13.7(3)  Confidentiality.  A physician shall maintain the
confidentiality of all patient information obtained in the
practice of medicine.  Information shall be divulged by the
physician when authorized by law or the patient or when re-
quired for patient care.

13.7(4)  Sexual conduct.  It is unprofessional and unethical
conduct, and is grounds for disciplinary action, for a physi-
cian to engage in conduct which violates the following pro-
hibitions:

a. In the course of providing medical care, a physician
shall not engage in contact, touching, or comments of a sexu-
al nature with a patient, or with the patient’s parent or guard-
ian if the patient is a minor.

b. A physician shall not engage in any sexual conduct
with a patient when that conduct occurs concurrent with the
physician-patient relationship, regardless of whether the pa-
tient consents to that conduct.

c. A physician shall not engage in any sexual conduct
with a former patient unless the physician-patient relation-
ship was completely terminated before the sexual conduct
occurred.  In considering whether that relationship was com-
pletely terminated, the board will consider the duration of the
physician-patient relationship, the nature of the medical ser-
vices provided, the lapse of time since the physician-patient
relationship ended, the degree of dependence in the
physician-patient relationship, and the extent to which the
physician used or exploited the trust, knowledge, emotions,
or influence derived from the physician-patient relationship.

d. A psychiatrist, or a physician who provides mental
health counseling to a patient, shall never engage in any
sexual conduct with a current or former patient, or with that
patient’s parent or guardian if the patient was a minor, regard-
less of whether the patient consents to that conduct.

13.7(5)  Disruptive behavior.  A physician shall not en-
gage in disruptive behavior.  Disruptive behavior is defined
as a pattern of contentious, threatening, or intractable behav-
ior that interferes with, or has the potential to interfere with,
patient care or the effective functioning of health care staff.

13.7(6)  Sexual harassment.  A physician shall not engage
in sexual harassment.  Sexual harassment is defined as verbal
or physical conduct of a sexual nature which interferes with
another health care worker’s performance or creates an in-
timidating, hostile or offensive work environment.

13.7(7)  Transfer of medical records.  A physician must
provide a copy of all medical records generated by the physi-
cian in a timely manner to the patient or another physician
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designated by the patient, upon written request when legally
requested to do so by the subject patient or by a legally desig-
nated representative of the subject patient, except as other-
wise required or permitted by law.

13.7(8)  Retention of medical records.  The following
paragraphs become effective on January 1, 2004.

a. A physician shall retain all medical records, not ap-
propriately transferred to another physician or entity, for at
least seven years from the last date of service for each patient,
except as otherwise required by law.

b. A physician must retain all medical records of minor
patients, not appropriately transferred to another physician or
entity, for a period consistent with that established by Iowa
Code section 614.8.

c. Upon a physician’s death or retirement, the sale of a
medical practice or a physician’s departure from the physi-
cian’s medical practice:

(1) The physician or the physician’s representative must
ensure that all medical records are transferred to another phy-
sician or entity that is held to the same standards of confiden-
tiality and agrees to act as custodian of the records.

(2) The physician shall notify all active patients that their
records will be transferred to another physician or entity that
will retain custody of their records and that, at their written
request, the records will be sent to the physician or entity of
the patient’s choice.

ITEM 3.  Renumber rule 653—13.10(17A,147,148,272C)
as 653—13.21(17A,147,148,272C).

ITEM 4.  Adopt the following new rule:

653—13.20(147,148,150)  Principles of medical ethics.
The Code of Medical Ethics (2002-2003) prepared and ap-
proved by the American Medical Association and the Code of
Ethics (2002-2003) prepared and approved by the American
Osteopathic Association shall be utilized by the board as
guiding principles in the practice of medicine and surgery, os-
teopathic medicine and surgery and osteopathy in this state.

13.20(1)  Conflict of interest.  A physician should not pro-
vide medical services under terms or conditions which tend
to interfere with or impair the free and complete exercise of
the physician’s medical judgment and skill or tend to cause a
deterioration of the quality of medical care.

13.20(2)  Fees.  Any fee charged by a physician shall be
reasonable.

ITEM 5.  Rescind 653—Chapter 18.

[Filed 12/4/03, effective 1/28/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3042B

MEDICAL EXAMINERS
BOARD[653]
Adopted and Filed

Pursuant to the authority of Iowa Code sections 147.76
and 272C.3 and chapter 148, the Board of Medical Examin-
ers hereby amends Chapter 21, “Physician Eligibility to Su-
pervise a Physician Assistant,” Iowa Administrative Code.

The amendments change the chapter title to eliminate “eli-
gibility,” address when a physician is ineligible to supervise,
provide exemptions from the chapter, establish how a physi-
cian notifies the Board when supervising a physician assis-
tant, and identify the grounds for discipline in accordance
with 2003 Iowa Acts, chapter 93, and prior contested cases.

Notice of Intended Action regarding these amendments
was published in the Iowa Administrative Bulletin on August
20, 2003, as ARC 2705B.  No one attended the public hear-
ing held on September 9, 2003.  However, written comments
were received and, as a result, the following changes from the
Notice of Intended Action have been made:

� A general statement from the current rules was added
to renumbered rule 653—21.1(148,272C) to explain that a
physician with an active permanent, special, or temporary
Iowa license who is actively engaged in the practice of medi-
cine in Iowa may supervise a physician assistant.  In addition,
a sentence was added to clarify that a physician with a re-
stricted license may supervise a physician assistant to the ex-
tent that the order allows.

� A cross reference to 645—Chapter 327 was added to
rule 653—21.4(148,272C).

� New rule 653—21.7(17A,147,148,272C) that refer-
ences the Board’s waiver and variance rules was added.

The Board adopted the amendments to Chapter 21 during
a regularly scheduled Board meeting on November 20, 2003.

These amendments will become effective January 28,
2004.

These amendments are intended to implement Iowa Code
chapter 148 as amended by 2003 Iowa Acts, chapter 93, and
Iowa Code section 272C.3.

The following amendments are adopted.

ITEM 1.  Amend 653—Chapter 21, title, as follows:

CHAPTER 21
PHYSICIAN  ELIGIBILITY TO SUPERVISE

SUPERVISION OF A PHYSICIAN ASSISTANT

ITEM 2.  Rescind rule 653—21.1(148,272C) and amend
rule 653—21.2(148,272C) as follows:

653—21.2 1(148,272C)  Ineligibility determinants.  A phy-
sician with an active permanent, special, or temporary Iowa
license who is actively engaged in the practice of medicine in
Iowa may supervise a physician assistant.  A physician is in-
eligible to supervise a physician assistant for any of the fol-
lowing reasons:

21.2 1(1)  The physician does not hold an active, perma-
nent, special or temporary Iowa medical license.

21.2(2)  The physician is not actively practicing medicine
in Iowa.

21.2(3)  The physician does not have sufficient training or
experience to supervise a physician assistant in the area of
medical practice in which a physician assistant is to be uti-
lized.

21.2(4) 1(2)  The physician is subject to a disciplinary or-
der of the board that restricts or rescinds the physician from
supervising physician’s authority to supervise a physician as-
sistant.  The physician may supervise a physician assistant to
the extent that the order allows.

ITEM 3.  Adopt new rule 653—21.2(148,272C) as fol-
lows:
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653—21.2(148,272C)  Exemptions from this chapter.  This
chapter shall not apply to the following:

21.2(1)  A physician working in a federal facility or under
federal authority when the provisions of this chapter conflict
with federal regulations.

21.2(2)  A physician who supervises a physician assistant
providing medical care created by an emergency or a state or
local disaster pursuant to Iowa Code section 148C.4 as
amended by 2003 Iowa Acts, chapter 93, section 10.

ITEM 4.  Rescind rule 653—21.3(148,272C) and insert in
lieu thereof the following new rule:

653—21.3(148)  Board notification.  A physician who su-
pervises a physician assistant shall notify the board of the su-
pervisory relationship at the time of the physician’s license re-
newal.

ITEM 5.  Amend rule 653—21.4(148,272C) as follows:

653—21.4(148,272C)  Grounds for discipline.  A physician
may be subject to disciplinary action for supervising a physi-
cian assistant in violation of these rules or the rules found in
653—Chapter 12 or 645—Chapter 325 Chapters 326 and
327, which relate to duties and responsibilities for physician
supervision of physician assistants.  Grounds for discipline
also include:

21.4(1)  The physician supervises a physician assistant
when the physician is not actively practicing medicine with
patients in Iowa.  Part-time, voluntary practice with patients
in a free clinic in Iowa qualifies as actively practicing medi-
cine in Iowa.

21.4(2)  The physician supervises a physician assistant
when the physician does not have sufficient training or expe-
rience to supervise a physician assistant in the area of medi-
cal practice in which a physician assistant is to be utilized.

21.4(3)  A physician supervises more than two physician
assistants at the same time.

21.4(4)  The physician fails to ensure that the physician
assistant is adequately supervised, including being available
in person or by telecommunication to respond to the physi-
cian assistant.

ITEM 6.  Amend rule 653—21.5(148,272C) as follows:

653—21.5(148,272C)  Disciplinary sanction.  The board
may restrict or rescind a physician’s authority to supervise a
physician assistant as part of a disciplinary sanction following
a contested case proceeding, if the reason for the disciplinary
action impacts the ability of the physician to supervise a phy-
sician assistant.  The board shall notify the board of physician
assistant examiners when it takes a disciplinary action against
a physician’s license that affects the physician’s eligibility au-
thority to supervise a physician assistant.

ITEM 7.  Adopt the following new rule:

653—21.7(17A,147,148,272C) Waiver or variance re-
quests.  Waiver or variance requests shall be submitted in
conformance with 653—Chapter 3.

[Filed 12/4/03, effective 1/28/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3055B

NURSING BOARD[655]
Adopted and Filed

Pursuant to the authority of Iowa Code sections 17A.3 and
147.76, the Board of Nursing hereby amends Chapter 2,
“Nursing Education Programs,” Iowa Administrative Code.

This amendment eliminates the requirement to notify the
Board of the rearrangement of the sequence of courses.  The
rule changes encourage the implementation of innovative
curriculum changes and increase options for students.  The
rule changes also consolidate three sections of required
Board reports into one section.

This amendment was published in the Iowa Administra-
tive Bulletin on October 1, 2003, as ARC 2829B.  This
amendment is identical to that published under Notice.

This amendment will become effective January 28, 2004.
This amendment is intended to implement Iowa Code

chapter 152.
The following amendment is adopted.

Rescind subrule 2.11(3) and adopt in lieu thereof the fol-
lowing new subrule:

2.11(3)  Changes requiring board approval and notifica-
tion.  The program shall submit nine copies of a proposed
change for board approval at least three weeks prior to the
next scheduled board meeting when the outcome will:

a. Lengthen or shorten the course of study.
b. Add or delete academic credit in a course required for

graduation.
c. Add or delete a course required for graduation.
d. Alter graduation requirements.
e. Reduce the human, physical or learning resources pro-

vided by the controlling institution to meet program needs as
described in rule 2.4(152).

f. Substantively alter the philosophy/mission of the pro-
gram.

g. Revise the predominant method of instruction or de-
livery, including transition from on-site to self-study or dis-
tance learning.

h. Entail delivery of a cooperative program of study with
an institution that does not provide a degree in nursing.

[Filed 12/5/03, effective 1/28/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3056B

NURSING BOARD[655]
Adopted and Filed

Pursuant to the authority of Iowa Code sections 17A.3 and
147.76, the Board of Nursing hereby amends Chapter 3, “Li-
censure to Practice—Registered Nurse/Licensed Practical
Nurse,” Iowa Administrative Code.

This amendment establishes the ARNP registration fee as
a set amount and eliminates the fee that changes based on
length of the registration.
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This amendment was published in the Iowa Administra-
tive Bulletin on October 1, 2003, as ARC 2828B.  This
amendment is identical to that published under Notice.

This amendment will become effective January 28, 2004.
This amendment is intended to implement Iowa Code

chapters 147 and 152.
The following amendment is adopted.

Amend rule 655—3.1(17A,147,152,272C), definition of
“fees,” numbered paragraph 4, to read as follows:

4. Application for registration as an advanced registered
nurse practitioner, $27 81 per year, or any portion of a year
for any length of registration up to three years.

[Filed 12/5/03, effective 1/28/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3039B

PROFESSIONAL LICENSURE
DIVISION[645]

Adopted and Filed

Pursuant to the authority of Iowa Code section 147.76, the
Board of Physical and Occupational Therapy Examiners
hereby renumbers Chapter 200, “Administrative and Regula-
tory Authority for the Board of Physical and Occupational
Therapy Examiners—Physical Therapy Examiners,” as
Chapter 199, and Chapter 201, “Licensure of Physical Thera-
pists and Physical Therapist Assistants,” as Chapter 200, and
amends renumbered Chapters 199 and 200; adopts new
Chapter 201, “Practice of Physical Therapists and Physical
Therapist Assistants”; rescinds Chapter 202, “Discipline,”
and adopts new Chapter 202, “Discipline for Physical Thera-
pists and Physical Therapist Assistants”; and amends Chap-
ter 204, “Fees,” Iowa Administrative Code.

These amendments adopt new subrules for the conduct of
persons who attend public meetings, requirements for notify-
ing the Board of name and address changes, and criteria for
obtaining a duplicate or reissued license.  The educational re-
quirements are amended to be consistent with other states’
requirements for physical therapist applicants.  Licensees
who regularly examine, attend, counsel or treat adults or chil-
dren are required to document at the time of renewal that they
have completed the mandatory training on abuse identifica-
tion and reporting.  These amendments adopt new practice
and discipline chapters.

Notice of Intended Action was published in the Iowa Ad-
ministrative Bulletin on September 17, 2003, as ARC
2745B.  A public hearing was held on October 9, 2003, from
9 to 11 a.m. in the Professional Licensure Conference Room,
Fifth Floor, Lucas State Office Building, Des Moines, Iowa.
The Board received comments from the Iowa Physical Ther-
apy Association (IPTA), and Board members also had addi-
tional comments:  IPTA wanted the catchwords of subrule
200.9(4) to be changed to more accurately reflect what is re-
quired in the subrule.  IPTA stated that the language in para-
graphs “a” to “c” of 200.9(4) was too broad and asked that
language be added to clarify that the requirements are related
to activities that are within the scope of professional practice.
In addition, IPTA asked that paragraph 201.1(2)“b” be
changed to reflect that physical therapists are independent

practitioners and asked that subrule 201.2(5) be changed to
indicate that patient records will be released upon written au-
thorization from the patient.  The Board requested that para-
graphs 200.3(1)“c” and “d” be reworded to clarify when time
periods start and to clarify that the person may also imple-
ment the treatment plan.

The following changes were made in response to public
comment:

� In subrule 200.3(1), paragraph “c” was reworded to
clarify when the time periods for on-site supervision of an ap-
plicant begin, and paragraph “d” was reworded to clarify
that an applicant may implement treatment programs.   Para-
graphs “c” and “d” now read as follows:

“c. Shall practice only under the on-site supervision of a
licensed physical therapist(s) for a period not to exceed six
months from the date the application was received in the
board office for licensure by examination or three months
from the date the application was received in the board office
for licensure by endorsement.   The supervising physical
therapist shall bear full responsibility for care provided by
the applicant;

“d. May evaluate, plan and implement treatment pro-
grams, and provide periodic reevaluation;”

� The catchwords of subrule 200.9(4) were changed to
read as follows:   “Mandatory reporter training require-
ments.”

� The words “in the scope of professional practice”
were added to paragraphs “a” to “c” of subrule 200.9(4).  
The paragraphs now read as follows:

“a. A licensee who in the scope of professional practice
regularly examines, attends, counsels or treats children in
Iowa shall indicate on the renewal application completion of
two hours of training in child abuse identification and report-
ing in the previous five years or condition(s) for waiver of
this requirement as identified in paragraph ‘e.’

“b. A licensee who in the scope of professional practice
regularly examines, attends, counsels or treats adults in Iowa
shall indicate on the renewal application completion of two
hours of training in dependent adult abuse identification and
reporting in the previous five years or condition(s) for waiver
of this requirement as identified in paragraph ‘e.’

“c. A licensee who in the scope of professional practice
regularly examines, attends, counsels or treats both adults
and children in Iowa shall indicate on the renewal application
completion of training in abuse identification and reporting
for dependent adults and children in the previous five years
or condition(s) for waiver of this requirement as identified in
paragraph ‘e.’

“Training may be completed through separate courses as
identified in paragraphs ‘a’ and ‘b’ or in one combined two-
hour course that includes curricula for identifying and report-
ing child abuse and dependent adult abuse.  The course shall
be a curriculum approved by the Iowa department of public
health abuse education review panel.”

� The word “a” was substituted for “the” in paragraph
201.1(2)“b” to more accurately reflect that physical thera-
pists are independent practitioners.  The paragraph now
reads as follows:

“b. Inform a referring practitioner when any requested
treatment procedure is inadvisable or contraindicated and
shall refuse to carry out such orders;”

� Subrule 201.2(5) was reworded to clarify that patient
records will be released upon receipt of a written release or
authorization signed by the patient, consistent with other
rules and regulations.   Subrule 201.2(5) now reads as fol-
lows:
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“201.2(5)  Confidentiality and transfer of records.  Physi-
cal therapists and physical therapist assistants shall preserve
the confidentiality of patient records.  Upon receipt of a writ-
ten release or authorization signed by the patient, the licensee
shall furnish such physical therapy records, or copies of the
records, as will be beneficial for the future treatment of that
patient.  A fee may be charged for duplication of records, but
a licensee may not refuse to transfer records for nonpayment
of any fees.  A written request may be required before trans-
ferring the record(s).”

� In addition, the words “or client” were added to
201.1(3)“e” and “f” to clarify that sexual misconduct with or
physical or verbal abuse of a patient or client is prohibited.

These amendments were adopted by the Board of Physical
and Occupational Therapy Examiners on November 21,
2003.

These amendments will become effective January 28,
2004.

These amendments are intended to implement Iowa Code
chapters 21, 147, 148A and 272C.

EDITOR’S NOTE:  Pursuant to recommendation of the
Administrative Rules Review Committee published in the
Iowa Administrative Bulletin, September 10, 1986, the text of
these amendments [amendments to Chs 199, 200; adopt Chs
201, 202; 204.1(6) to 204.1(10)] is being omitted.  With the
exception of the changes noted above, these amendments are
identical to those published under Notice as ARC 2745B,
IAB 9/17/03.

[Filed 11/26/03, effective 1/28/04]
[Published 12/24/03]

[For replacement pages for IAC, see IAC Supplement
12/24/03.]

ARC 3038B

PROFESSIONAL LICENSURE
DIVISION[645]

Adopted and Filed

Pursuant to the authority of Iowa Code section 147.76, the
Board of Physical and Occupational Therapy Examiners
hereby amends Chapter 205, “Administrative and Regulato-
ry Authority for the Board of Physical and Occupational
Therapy Examiners—Occupational Therapy Examiners”;
amends Chapter 206, “Licensure of Occupational Therapists
and Occupational Therapy Assistants”; rescinds Chapter
208, “Discipline for Occupational Therapists and Occupa-
tional Therapy Assistants,” and adopts new Chapter 208,
“Practice of Occupational Therapists and Occupational
Therapy Assistants”; and renumbers Chapter 209, “Fees,” as
Chapter 210,  adopts new Chapter 209, “Discipline for Occu-
pational Therapists and Occupational Therapy Assistants,”
and amends renumbered Chapter 210, “Fees,” Iowa Admin-
istrative Code.

These amendments adopt new subrules for the conduct of
persons who attend public meetings, requirements for notify-
ing the Board of name and address changes, and criteria for
obtaining a duplicate or reissued license.  Licensees who reg-
ularly examine, attend, counsel or treat adults or children are
required to document at the time of renewal that they have
completed the mandatory training on abuse identification
and reporting.  These amendments also amend supervisory

requirements, adopt a definition for “occupational therapy
screening,” and adopt new practice and discipline chapters.

Notice of Intended Action was published in the Iowa Ad-
ministrative Bulletin on September 17, 2003, as ARC
2746B.  A public hearing was held on October 9, 2003, from
9 to 11 a.m. in the Professional Licensure Conference Room,
Fifth Floor, Lucas State Office Building, Des Moines, Iowa.
No public comments were received regarding occupational
therapy rules.  However, the Board reviewed comments re-
ceived from the Iowa Physical Therapy Association (IPTA)
regarding physical therapy rules (see ARC 3039B published
herein) and agreed that IPTA’s suggested changes should also
apply to occupational therapy rules.  Consequently, the fol-
lowing changes from the Notice have been made:

� The catchwords of subrule 206.12(4) were changed to
read as follows:  “Mandatory reporter training require-
ments.”

� The words “in the scope of professional practice”
were added to paragraphs 206.12(4)“a” to “c.”  The para-
graphs now read as follows:

“a. A licensee who in the scope of professional practice
regularly examines, attends, counsels or treats children in
Iowa shall indicate on the renewal application completion of
two hours of training in child abuse identification and report-
ing in the previous five years or condition(s) for waiver of
this requirement as identified in paragraph ‘e.’

“b. A licensee who in the scope of professional practice
regularly examines, attends, counsels or treats adults in Iowa
shall indicate on the renewal application completion of two
hours of training in dependent adult abuse identification and
reporting in the previous five years or condition(s) for waiver
of this requirement as identified in paragraph ‘e.’

“c. A licensee who in the scope of professional practice
regularly examines, attends, counsels or treats both adults
and children in Iowa shall indicate on the renewal application
completion of training in abuse identification and reporting
for dependent adults and children in the previous five years
or condition(s) for waiver of this requirement as identified in
paragraph ‘e.’

“Training may be completed through separate courses as
identified in paragraphs ‘a’ and ‘b’ or in one combined two-
hour course that includes curricula for identifying and report-
ing child abuse and dependent adult abuse.  The course shall
be a curriculum approved by the Iowa department of public
health abuse education review panel.”

� The word “a” was substituted for “the” in paragraph
208.1(2)“b” to more accurately reflect that occupational
therapists are independent practitioners.  The paragraph now
reads as follows:

“b. Inform a referring practitioner when any requested
treatment procedure is inadvisable or contraindicated and
shall refuse to carry out such orders;”

� The words “or client” were added to paragraphs
208.1(3)“f” and “g” to clarify that sexual misconduct with or
physical or verbal abuse of a patient or client is prohibited.

� Subrule 208.2(5) was reworded to clarify that patient
records will be released upon receipt of a written release or
authorization signed by the patient.  Subrule 208.2(5) now
reads as follows:

“208.2(5)  Confidentiality and transfer of records. Occu-
pational therapists and occupational therapy assistants shall
preserve the confidentiality of patient records.  Upon receipt
of a written release or authorization signed by the patient, the
licensee shall furnish such occupational therapy records, or
copies of the records, as will be beneficial for the future treat-
ment of that patient.  A fee may be charged for duplication of

PROFESSIONAL LICENSURE DIVISION[645](cont’d)
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records, but a licensee may not refuse to transfer records for
nonpayment of any fees.  A written request may be required
before transferring the record(s).”

These amendments were adopted by the Board of Physical
and Occupational Therapy Examiners on November 21,
2003.

These amendments will become effective January 28,
2004.

These amendments are intended to implement Iowa Code
chapters 21, 147, 148B and 272C.

EDITOR’S NOTE:  Pursuant to recommendation of the
Administrative Rules Review Committee published in the
Iowa Administrative Bulletin, September 10, 1986, the text of
these amendments [amendments to Chs 205, 206, 210; adopt
Ch 209] is being omitted.  With the exception of the changes
noted above, these amendments are identical to those pub-
lished under Notice as ARC 2746B, IAB 9/17/03.

[Filed 11/26/03, effective 1/28/04]
[Published 12/24/03]

[For replacement pages for IAC, see IAC Supplement
12/24/03.]

ARC 3058B

REVENUE DEPARTMENT[701]
Adopted and Filed

Pursuant to the authority of Iowa Code sections 421.14
and 422.68, the Department of Revenue hereby adopts
amendments to Chapter 42, “Adjustments to Computed
Tax,” Chapter 52, “Filing Returns, Payment of Tax and Pen-
alty and Interest,” and Chapter 58, “Filing Returns, Payment
of Tax, Penalty and Interest, and Allocation of Tax Reve-
nues,” Iowa Administrative Code.

Notice of Intended Action was published in IAB Vol.
XXVI, No. 8, p. 700, on October 15, 2003, as ARC 2877B.

Item 1 amends subrule 42.18(1) to provide that an individ-
ual taxed on income from a revocable trust can qualify for the
tax credit provided for an investment in a qualifying busi-
ness.

Item 2 adopts new subrule 42.18(3) to provide for contin-
gent tax credits for individual income tax relating to invest-
ments in the Iowa fund of funds organized by the Iowa Capi-
tal Investment Corporation.

Item 3 adopts new subrule 52.21(3) to provide for contin-
gent tax credits for corporation income tax relating to invest-
ments in the Iowa fund of funds organized by the Iowa Capi-
tal Investment Corporation.  This change is similar to the one
in Item 2.

Item 4 adopts new subrule 58.11(3) to provide for contin-
gent tax credits for franchise tax relating to investments in the
Iowa fund of funds organized by the Iowa Capital Investment
Corporation.  This change is similar to the one in Item 2.

These amendments are identical to those published under
Notice of Intended Action.

These amendments will become effective January 28,
2004, after filing with the Administrative Rules Coordinator
and publication in the Iowa Administrative Bulletin.

These amendments are intended to implement Iowa Code
chapter 15E as amended by 2002 Iowa Acts, chapter 1005,
and by 2003 Iowa Acts, chapter 179.

EDITOR’S NOTE:  Pursuant to recommendation of the
Administrative Rules Review Committee published in the
Iowa Administrative Bulletin, September 10, 1986, the text of
these amendments [42.18, 52.21, 58.11] is being omitted.
These amendments are identical to those published under No-
tice as ARC 2877B, IAB 10/15/03.

[Filed 12/5/03, effective 1/28/04]
[Published 12/24/03]

[For replacement pages for IAC, see IAC Supplement
12/24/03.]

ARC 3057B

REVENUE DEPARTMENT[701]
Adopted and Filed

Pursuant to the authority of Iowa Code sections 421.114
and 422.68, the Department of Revenue hereby adopts
amendments to Chapter 42, “Adjustments to Computed
Tax,” Chapter 52, “Filing Returns, Payment of Tax and Pen-
alty and Interest,” and Chapter 58, “Filing Returns, Payment
of Tax, Penalty and Interest, and Allocation of Tax Reve-
nues,” Iowa Administrative Code.

Notice of Intended Action was published in IAB Vol.
XXVI, No. 8, p. 701, on October 15, 2003, as ARC 2876B.

Item 1 adopts new rule 42.20(15E), which provides for an
Endow Iowa tax credit for individual income tax for endow-
ment gifts to a qualified community foundation.  This credit
is administered by the Iowa Department of Economic Devel-
opment.

Item 2 adopts new rule 52.23(15E), which provides for an
Endow Iowa tax credit for corporation income tax for en-
dowment gifts to a qualified community foundation.  This
change is similar to the one in Item 1.

Item 3 adopts new rule 58.13(15E), which provides for an
Endow Iowa tax credit for franchise tax for endowment gifts
to a qualified community foundation.  This change is similar
to the one in Item 1.

These amendments are identical to those published under
Notice of Intended Action.

These amendments will become effective January 28,
2004, after filing with the Administrative Rules Coordinator
and publication in the Iowa Administrative Bulletin.

These amendments are intended to implement Iowa Code
chapter 15E as amended by 2003 Iowa Acts, First Extraordi-
nary Session, chapter 2.

EDITOR’S NOTE:  Pursuant to recommendation of the
Administrative Rules Review Committee published in the
Iowa Administrative Bulletin, September 10, 1986, the text of
these amendments [42.20, 52.23, 58.13] is being omitted.
These amendments are identical to those published under No-
tice as ARC 2876B, IAB 10/15/03.

[Filed 12/5/03, effective 1/28/04]
[Published 12/24/03]

[For replacement pages for IAC, see IAC Supplement
12/24/03.]

PROFESSIONAL LICENSURE DIVISION[645](cont’d)
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ARC 3059B

REVENUE DEPARTMENT[701]
Adopted and Filed

Pursuant to the authority of Iowa Code sections 421.14,
421.17(2), and 438.10, the Department of Revenue hereby
adopts amendments to Chapter 77, “Determination of Value
of Utility Companies,” Iowa Administrative Code.

The amendments make changes in the stock and debt, in-
come, and cost approaches to value that are used by the De-
partment in establishing utility company assessments for
property tax purposes.  The amendments remove references
to the valuation of electric and gas companies.

Notice of Intended Action was published in IAB Vol.
XXVI, No. 9, p. 767, on October 29, 2003, as ARC 2908B.

These amendments are identical to those published under
Notice of Intended Action.

These amendments will become effective January 28,
2004, after filing with the Administrative Rules Coordinator
and publication in the Iowa Administrative Bulletin.

These amendments are intended to implement Iowa Code
chapters 428, 433, 437, and 438 and section 476.1D(10).

The following amendments are adopted.

ITEM 1.  Amend subrule 77.1(1) as follows:
77.1(1)  The term “utility company” shall mean and in-

clude all persons engaged in the operating of gasworks, wa-
terworks, telephones, including telecommunication compa-
nies and cities that own or operate a municipal utility provid-
ing local exchange services pursuant to Iowa Code chapter
476, pipelines, electric transmission lines, and electric light
or power plants, as set forth in Iowa Code chapters 428, 433,
437, and 438.  Any utility company subject to taxation under
Iowa Code chapter 437A shall not be subject to valuation un-
der this chapter.

ITEM 2.  Amend rule 701—77.1(428,433,437,438) by
adding the following new subrule:

77.1(13)  The term “replacement cost new less depreci-
ation” or “RCNLD” shall mean the cost to the present owner
of acquiring or constructing at current prices a property that
is the functional equivalent of an existing property less an al-
lowance for depreciation.

ITEM 3.  Amend rule 701—77.1(428,433,437,438), im-
plementation clause, as follows:

This rule is intended to implement Iowa Code chapters
428, 437, and 438; section and sections 433.12 as amended
by 1999 Iowa Acts, chapter 63; and Iowa Code section
476.1D(10).

ITEM 4.  Amend subrule 77.4(4) by relettering para-
graphs “g” to “i” as “h” to “j” and adopting the following
new paragraph “g”:

g. The income determined in 77.4(4), paragraph “a,” for
pipeline companies shall be further reduced by deducting the
current year net adjustment expense for investment tax cred-
its.

ITEM 5.  Amend subrule 77.4(6) as follows:
77.4(6)  In the event the utility company has other sources

of capital, such as (by way of illustration and not limitation)
current liabilities, accumulated deferred income taxes and
accumulated investment tax credits which cannot be identi-
fied as having been utilized to purchase specific assets, the
market value of such sources of capital shall be allocated be-

tween operating and nonoperating assets in the same manner
as long-term debt or preferred stock (see subrules 77.4(2) and
77.4(3)).  Accumulated deferred income taxes are not in-
cluded in this adjustment.  The book value for accumulated
deferred income taxes should be removed from the stock and
debt approach before making this calculation.  If any such
source of capital was created specifically for the purchase of
property which can be identified as operating property or
nonoperating property, the utility company must identify
such sources of capital in their annual report to the depart-
ment, together with the appropriate evidence of such.  If the
utility company fails to provide such information, the depart-
ment may determine that such sources of capital may be allo-
cated in the same manner as long-term debt or preferred stock
(see subrules 77.4(2) and 77.4(3)).  The market value of any
such source of capital, in the absence of evidence to the con-
trary submitted by the utility with its annual report, shall be
the book value.

ITEM 6.  Amend rule 701—77.4(428,433,437,438), im-
plementation clause, as follows:

This rule is intended to implement Iowa Code sections
428.29, 433.4, 437.6, 437.7, 437.14 and 438.14.

ITEM 7.  Amend subrule 77.5(1) as follows:
77.5(1)  The income capitalization approach to unit value

estimates the market value of the operating property by di-
viding the income stream generated by the operating assets
by a market derived capitalization rate based on the costs of
the various sources of capital utilized or available for use to
purchase the assets generating the income stream.  The pur-
pose and intent of the income indicator of value is to match
income with sources of capital and, therefore, every source of
capital utilized used or available to be utilized used to pur-
chase assets should be reflected in the capitalization rate de-
termination as well as all operating income.

The net operating income to be capitalized for pipeline
companies shall be a weighted average net operating in-
come.  The weighted average net operating income shall con-
sist of an average of the three 12-month periods immediately
preceding the valuation date.  Each of the three preceding
12-month periods shall be weighted by multiplying the first
preceding period by three, the second preceding period by
two, and the third preceding period by one.  The income
stream for pipeline companies shall be further reduced by de-
ducting the current year net adjustment expense for invest-
ment tax credits.

In the event If the utility company has no income or has a
negative income, the indicator of value set forth in this sub-
rule shall not be utilized.

If the utility company is one which is not allowed to earn a
return on assets purchased with sources of capital such as the
company’s deferred income taxes, the income will not reflect
the earnings on those assets, and as a consequence, a separate
adjustment to the income indicator of value must be made to
account for the value of those assets.  In such instances, the
income indicator of value shall be increased by an amount
equal to the book value of the source of capital involved, such
as the accumulated deferred income taxes.  The adjustment to
the income approach for accumulated deferred income taxes
shall not be made for pipeline companies.  If any other oper-
ating property is clearly not income producing and, there-
fore, not reflected in the income stream, the value of that as-
set shall be determined separately and added to the value of
the other operating property as determined using the income
indicator of value.  The capitalization rate shall be adjusted, if
necessary, for the market rate of return for the sources of cap-
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ital utilized to purchase such non-income-producing proper-
ties where the sources can be clearly identified, otherwise.
Otherwise, the cost of the sources of capital shall be pre-
sumed to be equal to the overall market weighted costs of the
identified sources of capital.

ITEM 8.  Amend rule 701—77.5(428,433,437,438), im-
plementation clause, as follows:

This rule is intended to implement Iowa Code sections
428.29, 433.4, 437.6, 437.7, 437.14 and 438.14.

ITEM 9.  Amend rule 701—77.6(428,433,437,438) as
follows:

701—77.6(428,433,437,438)  Cost approach to unit value.
The cost approach to unit value shall be determined by com-
bining the cost of the operating properties of the utility and de-
ducting therefrom an allowance for depreciation calculated
on a straight-line basis.  Other forms of depreciation may be
deducted if found to exist.  The director may use the replace-
ment cost new less depreciation (RCNLD) valuation method-
ology for determining the assessed value of the Iowa operat-
ing property required under Iowa Code chapter 433.

This rule is intended to implement Iowa Code sections
428.29, 433.4, 437.6, 437.7, 437.14 and 438.14.

ITEM 10.  Amend rule 701—77.7(428,433,437,438), im-
plementation clause, as follows:

This rule is intended to implement Iowa Code sections
428.29, 433.4, 437.6, 437.7, 437.14 and 438.14.

ITEM 11.  Amend rule 701—77.8(428,433,437,438), im-
plementation clause, as follows:

This rule is intended to implement Iowa Code sections
428.29, 433.4, 437.6, 437.7, 437.14 and 438.14.

[Filed 12/5/03, effective 1/28/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

ARC 3060B

REVENUE DEPARTMENT[701]
Adopted and Filed

Pursuant to the authority of Iowa Code section
453A.25(2), the Department of Revenue hereby adopts
amendments to Chapter 81, “Administration,” Iowa Admin-
istrative Code.

In accordance with provisions of 2003 Iowa Acts, chapter
26, these amendments impose penalties against retailers for
the sale of cigarettes or tobacco products to minors.

Notice of Intended Action was published in IAB Vol.
XXVI, No. 9, p. 769, on October 29, 2003, as ARC 2907B.

These amendments are identical to those published under
Notice of Intended Action.

These amendments will become effective January 28,
2004, after filing with the Administrative Rules Coordinator
and publication in the Iowa Administrative Bulletin.

These amendments are intended to implement Iowa Code
chapter 453A as amended by 2003 Iowa Acts, chapter 26.

The following amendments are adopted.

ITEM 1.  Amend subrule 81.12(1), first unnumbered
paragraph, as follows:

The board of supervisors or the city council that issued a
retail permit is required by Iowa Code section 453A.22 to re-
voke the permit of any retailer violating Iowa Code section
453A.2 (sale or gift to minors).  The board or council may re-
voke a retail permit for any other violation of division I of
Iowa Code chapter 453A.  If a retailer or employee of a re-
tailer has violated Iowa Code section 453A.2 or 453A.36(6),
the city council, county board of supervisors, or the Iowa de-
partment of public health shall assess a penalty as provided
in Iowa Code section 453A.22(2) as amended by 2003 Iowa
Acts, chapter 26.  The revocation penalty procedures are gov-
erned by Iowa Code section 453A.22(2) (1) and the individu-
al council’s or board’s procedures.  Iowa Code chapter 17A
does not apply to boards of supervisors or city councils.  (See
rule 701—84.7(421B).)  The board of supervisors or the city
council that issued a retail permit is required by Iowa Code
chapter 252J to revoke the permit of any retailer, who is an
individual, if the board or council has received a certificate of
noncompliance from the child support recovery unit in re-
gard to the retailer, unless the unit furnishes the board of su-
pervisors or the city council with a withdrawal of the certifi-
cate of noncompliance.

ITEM 2.  Amend rule 701—81.12(453A), implementa-
tion clause, as follows:

This rule is intended to implement Iowa Code sections
453A.13 and section 453A.22 as amended by 2000 2003
Iowa Acts, Senate File 2366 chapter 26, and sections
453A.13, 453A.44(11) and 453A.48(2).

[Filed 12/5/03, effective 1/28/04]
[Published 12/24/03]

EDITOR’S NOTE:  For replacement pages for IAC, see IAC
Supplement 12/24/03.

REVENUE DEPARTMENT[701](cont’d)
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AGENCY RULE DELAY

Utilities Division[199] 42.9(3), 42.9(4)
[IAB 5/28/03, ARC 2506B]

Effective date of July 2, 2003, delayed 70
days by the Administrative Rules Review
Committee at its meeting held June 9,
2003.  [Pursuant to §17A.4(5)]  At its meeting
held August 12, 2003, the Committee
voted to delay the effective date until
adjournment of the 2004 Session of the
General Assembly.  [Pursuant to §17A.8(9)]  At
its meeting held by telephone on
December 15, 2003, the Committee
voted to lift the delay effective December
16, 2003.
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